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WHEN YOU SIT IN COURT 


as defendant in an automobile personal in- 
jury suit for several thousands of dollars . . . 
and see yourself pictured to the jury as a 
careless or reckless driver who has failed to 
show any regard for the rights of the injured 
. . . and deserving of severe punishment and 
heavy damages . . . how gladly would you 
be willing to call back that Insurance sales- 
man you turned away a few months ago . . . 
and offer him five times . . . ten times... 
yes, even twenty times the insurance premium 
he had asked . . . if he would protect you 
from your impending court damages... 
and relieve you of the awful responsibility 
you feel. 

But . . . why wait until disaster strikes? 
Pay the necessary cost of proper protection 
now, and court proceedings will hold no ter- 
rors for you. 

Choose an insurance company with a repu- 
tation for prompt and equitable settlement of 
claims . . . such as the, 


MICHIGAN Ce) MUTUAL 


LIABILITY COMPANY 
——~ iid, ia 


Dividend Paying Piistbent $3,500,000.00 





District Offices (General Service) Branch Offices (Automobile Only) 
Grand Rapids Lansing Flint Port Huron lonia 
Saginaw Kalamazoo Mt. Clemens Benton Harbor Pontiac 
Jackson Marquette Battle Creek Muskegon Owosso 
Alpena Toledo, Ohio 


Home Offices—1209 Washington Boulevard at State Street—Detroit—Cherry 4800 
Industrial Hospital—2730 E. Jefferson Ave.—Detroit 


Workmen’s Compensation, Automobile, Group Health and Accident and 
Other Casualty Lines 
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The MILL MUTUALS believe that any 
risk worth writing 1s worth improving, 


if it can be improved. 


Western Millers Mutual Fire Insurance Co... . Kansas City, Mo. 


Ohio Millers Mutual Insurance Co........... Van Wert, Ohio 
Michigan Millers Mutual Fire Insurance Co... . . Lansing, Mich. 
Mill Owners Mutual Fire Insurance Co... .. . Des Moines, Iowa 
Millers Mutual Fire Insurance Co............ Harrisburg, Pa. 
Millers Mutual Fire Insurance Co......... Fort Worth, Texas 


Pennsylvania Millers Mutual Fire Ins. Co... . Wilkes-Barre, Pa. 
Millers Mutual Fire Insurance Association......... Alton, Ill. 
Grain Dealers National Mutual Fire Ins. Co... . Indianapolis, Ind. 
Millers National Insurance Co................. Chicago, Il. 














The MILL MUTUALS are 
general fire insurance carriers. 


MUTUAL FIRE PREVENTION BUREAU 
230 East Ohio St. 23 Chicago, III. 


A service organization maintained by the 


Mill Mutuals 
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BETTER INSURANCE 
AT LOWER COST 


CENTRAL MANUFACTURERS’ MUTUAL INSURANCE CO. 
OF VAN WERT 


INDIANA LUMBERMEN’S MUTUAL INSURANCE COMPANY 
OF INDIANAPOLIS 


LUMBER MUTUAL FIRE INSURANCE COMPANY 
OF BOSTON 


LUMBERMEN’S MUTUAL INSURANCE COMPANY 
OF MANSFIELD 


NORTHWESTERN MUTUAL FIRE ASSOCIATION 
OF SEATTLE 


PENNSYLVANIA LUMBERMEN’S MUTUAL FIRE INSURANCE CO. 
OF PHILADELPHIA 


Offices From the Atlantic to the Pacific 


- Gale & Stone, Boston Justin Peters, Philadelphia “ 
Interstate Mutual Insurance Agency Co., Mansfield, Pittsburgh. 
Lumbermens & Manufacturers Insurance Agency, 

James S. Kemper, Mgr. 

Chicago, Milwaukee, Minneapolis, Omaha. 

Lumber Insurance Agency, Indianapolis. 

The Martin General Agency, Seattle, Denver, San Francisco, 
~ Los Angeles, Vancouver, Portland, Spokane. A 
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THE NEW PRESIDENT 


of the National Convention of 


’ lam Laven Ornsee 





Drawing by Dom J. Lavin 


Hon. Charles D. Livingston 


COMMISSIONER LIVINGSTON has been elected to the high office of head of the 
organization of State Insurance Department Executives as a recognition of his past service 


to the convention and his wide understanding of the problems of the insurance world. 
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Protecting the Policy Holder Should Be the First Duty of an Insurance Company 


Phases of Underwriting Practice 


A Vigorous Summing Up of a Variety of Evils which Exist to the 
Detriment of the Insurance Buying Public 


charged with a public duty it is 

appropriate that Insurance 
Superintendents and Commissioners 
in Convention should discuss those 
phases of insurance most closely 
affecting the general public. 

It is particularly appropriate that 
there be discussed any existing de- 
fects or abuses in order that an at- 
tempt be made toward concert of 
action. 

The prevalent disregard in many 
quarters for sound and adequate in- 
surance rates has given grave con- 
cern to insurance commissioners and 
company executives alike. The 
theory upon which rates are filed and 
approved is two-fold. First, that of 
reasonableness in order that the pub- 
lic may not be victimized by any 
extortionate practices on the part of 
the companies. Second, that of ade- 
quacy in order that the public may 
not be victimized by dealing with 
companies which are financially un- 
sound, 


‘¥ insurance is a social institution 


By GEORGE S. VAN SCHAICK 


INSURANCE COMMISSIONER, STATE OF NEw YorkK 


An Address Before the National Convention of 
Insurance Commissioners at Portland, 
Oregon, September 14-18, 1931 


The so-called standard or tariff 
rates are generally developed by 
groups of underwriters representing 
companies doing a preponderance of 
the business. These rate-making 
bodies are organized on a national, 
regional, state-wide or local basis. 
The rates promulgated by them are 
customarily arrived at from the loss 
and expense statistics of member 
companies. 

After rates and supporting rules 
have been adopted by rating bodies 
all members are required by agree- 
ment to observe them. In a number 
of states certain rate schedules must 
be filed with the Insurance Depart- 
ments. In other states it is purely a 
matter of ethics and sound business 
that compels companies to abide by 
their agreements and refrain from 
unfair competition. 


Some companies remain independ- 
ent of the rate-making bodies and 
employ ‘rates less than the standard 
promulgated by these bodies. The ob- 
jective of such companies is fre- 
quently that of procuring selective 
business. 

Unfair and unsound competition 
through the medium of rate-cutting 
exists between companies that have 
agreed to maintain a standard sched- 
ule, between those making independ- 
ent rates and between members of 
each group. The causes underlying 
this condition are worthy of consider- 
ation. 

The desire of new companies to 
acquire as quickly as possible a share 
of the business coupled with a natural 
disposition of older companies to hold 
their business or add to it, particularly 
where capitalization has been en- 
larged, has been an important factor. 
The flourishing of rate-cutting as a 
practice is inseparably connected with 
investment practices which so gener- 
ally developed during the recent boom 
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times. It is now when companies are 
deeply concerned over the fall in the 
value of securities that wide-spread 
attention is being given the adequacy 
of rates, the practice of rate-cutting 
and other practices seriously affect- 
ing company income. 
sO 

ATE-CUTTING has been com- 

mitted in many different ways. 
Where it was desired to 
avoid the penalty for law 
violation or the condemna- 
tion of associates, companies 
and producers contrived to 
conceal their acts. In so 
doing they frequently fur- 
nish the public with policies 
that were defective and 
open to attack in the event 
of a dispute over losses. 

Fire insurance rates have 
been cut by the extension 
of fire insurance coverage 
under a transit or inland 
marine policy. The business 
is thus mis-classified in an 
attempt to escape detection. 
Genuine transit or marine 
coverages are generally ex- 
empt from rate regulation. 

Other forms of violation 
consists of writing three 
and five year-term policies 
at less than the required 
multipies of the annual rate ; 
the writing at minimum 
rates of a risk bearing a 
higher specific rate ; the ex- 
tension of coverage beyond 
that provided in the rating 
rules. 

In the automobile insur- 
ance field numerous devices 
are used to cut rates. Cars 
are mis-classified as to ter- 
ritory of location, size and 
kind of operation; experi- 
ence-rating data is distort- 
ed; discounted rates given 
to fictitious fleets and pay- 
roll audits on fleets neglect- 
ed. Instances have been found where 
vital endorsements have been omitted 
from policies. 

The consequences of rate-cutting 
are manifold and need not be enumer- 
ated. At present the loss of essential 
revenue is the one which is met on 
every side. Failing to off-set the pre- 
mium due to cut rates, many 
companies find it necessary to become 
niggardly in the payment of losses. 
The public as usual pays the bill. If 
this practice is not sufficient to recoup 
deficiency of premium income the 
company must then draw upon its 
surplus to replenish its reserves. The 
financial security is thus weakened. 


loss 
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Rate-cutting is seldom uniform. 
The cutting of rates in favor of some 
assureds reacts seriously against all 
other assureds. The one who fails to 
get the cut is usually the least influ- 
ential and least able to bear this dis- 
crimination in favor of his more 
prosperous competitor. 

Closely related to the practice of 
rate-cutting is that of rebating and 
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Drawing by Dom J. Lavin 


HON. GEORGE S. VAN SCHAICK 


Insurance Commissioner of the State of New York 


the payment of excess commissions. 
A rebate has the same effect as a rate 
cut in the depletion of a company’s 
revenue. At the same time it has the 
added dishonorable element of sneak- 
ing deception that lessens the morale 
of anyone who participates therein. 

Excess commissions, too, have 
their demoralizing effect. Take a sin- 
gle illustration: In the writing of 
contract bonds having to do with 
public work it has come to be the 
established practice to make the com- 
mission large enough to be divided 
among men of power and influence 
through whose good will or political 
standing the bond is placed. It is a 
demoralizing, disreputable, shameful 





practice, aided, abetted and sus- 
tained by the great and honorable in- 
surance profession. Yet the public 
pays the bill. How long before the 
public revolts remains to be seen. No 
one objects to fair and adequate com- 
pensation to agents and_ brokers 
whose problems are manifold and 
whose industry is great. The protest 
is made against commissions which 
are unearned but paid as 
petty graft in securing busi- 
ness. 
OO 


& LOSELY allied to rate- 
/ cutting, rebating and 
excess commissions is an- 
other practice which almost 
inevitably follows. Refer- 
ence has already been made 
to the effect that deficiency 
in income has upon loss ad- 
justment practices. Abnor- 
mal cost in the acquisition 
of business inevitably means 
shaving of settlements. One 
particularly fraudulent 
practice which has recently 
come to the attention of the 
New York Department is 
that of claim adjusters false- 
ly suggesting the pending 
insolvency of an insurance 
carrier in order to settle a 
meritorious claim at a re- 
duced amount. The potency 
of the argument is great. 


Claimants and_ particularly 
those of little means, with 
recent insurance and bank- 
ing disastrous in mind, are 
peculiarly susceptible to the 
argument. The mere sug- 
gestion of the possibility is 
often enough to frighten 
the claimant into the accept- 
ance of an inadequate 
amount. It is as reprehen- 
sible a practice as could 
possibly exist. It is referred 
to merely as an illustration 
to show the lengths to which 
companies will go in order to cover 
up other unethical practices. It is be- 
lieved, of course, that the mere bring- 
ing of such a practice to the attention 
of insurance executives will elimi- 
nate it. 

This is not a bill of indictment. It 
is simply a brief reference to ad- 
mitted conditions which have already 
been discussed so long that the time 
for definite action must not be further 
postponed, 

The higher proportion of premium 
income used for the purpose of alien- 
ating business from competitors has 
led to conferences on acquisition cost 
in various insurance lines. It has 


formed the major topic of discussion 
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It Is a Comfort for the Victim of an Accident to Know that the Company Carrying His Policy Is Sound 


in previous conventions. Acquisition 
cost rules have been promulgated by 
the acquisition-cost conferences. Re- 
cent inquiry discloses many violations 
of the agreement to abide by the 
rules. Frequent discussions are had 
as to the propriety and desirability of 
making them enforcible by law. Wide 
divergence of opinion exists among 
the various persons concerned. The 
need of prompt action is apparent. 
The approval of rates must 6f neces- 
sity depend upon the costs of the com- 
panies in the production of business. 
How can an approximate correct rate 
be established for a certain coverage 
if the costs upon which that rate is 
based can be changed at will? It is 
clear that both the reasonableness and 
adequacy of a rate is instantly modi- 
fied by a change in the costs of the 
company using that rate. 

It becomes apparent then that not 
only the public interest in avoiding 
waste but public concern in company 
stability demands the correction of 
this situation. 

Whence then is the relief to come? 

Complaint is often made that there 
is already too much legislation. That 
too much power has already been 
given to commissioners of insurance. 
Perhaps that is so. Nevertheless more 
legislation and more drastic legisla- 
tion is inevitable unless an alternative 
is forthcoming. 

The power of a commissioner of 
insurance is great. Yet it is limited 
and very properly so. He _ should 
have every power necessary for pub- 
lic protection but no more. Com- 
panies know much more about the 
transaction of insurance and how to 
conduct their own affairs than any 


outsider. Yet the need of supervision 
is everywhere recognized. Much is 
necessitated through heedlessness and 
carelessness. Some is made necessary 
by cupidity. Occasionally the neces- 
sity comes from criminality. If the 
practices complained of were all 
illegal by statute and it were only the 
question of the occasional law-breaker 
to deal with, a commissioner of insur- 
ance could assume the role of sheriff 
and policeman and make short shift 
in cleaning the deck. If the devia- 
tions were so wide-spread as to infer 
in no uncertain terms that the stand- 
ards of conduct laid down by law 
have not the support or respect of the 
insurance companies and executives 
and the public, then enforcement 
through fear of the commissioner 
would be futile. Forcible enforce- 
ment of law has never succeeded. 
Real enforcement comes from organ- 
ized self-control. What should be 
kept in mind is that even though the 
insurance profession were indiffer- 
ent the public will undoubtedly sus- 
tain every necessary step to wipe out 
practices that are unfairly bearing 
down upon an already over-burdened 
populace. 
Dona 

HIS leads then to the alterna- 

tive. The evils of the insurance 
business, which are many and wide- 
spread, could be tremendously re- 
duced over night by the concerted 
action of the Insurance Companies 
of the United States. If they have 
the will to do it they can do more 
than any legislation no matter how 
drastic. Yet if they do not exert the 
power they have it is clear that legis- 
lation radical and sweeping will be- 


come inevitable. Public interest de- 
mands the elimination of the evils. It 
is clear that unless the house is 
cleaned by those responsible the work 
will be undertaken and completed by 
others. The ringing statement of 
Chief Judge Cardozo of New York is 
still sounding in the ears of lawyers 
everywhere when he said in refernce 
to his profession: “If the house is to 
be cleaned it is for those who occupy 
and govern it, rather than for strang- 
ers, to do the noisome work.” 

Insurance is more than a business. 
It may be stated positively, it is a 
social institution. Those engaged in 
it are charged with a public interest. 
They serve in a profession as honora- 
ble as any but like the law, fraught 
with opportunities for fraud and in- 
justice. It would seem to be that the 
proper function of commissioners of 
insurance is to work hand in hand 
with the members of this profession, 
not imposing resfrictions from above 
but helping to carry out the public 
obligations. If this Convention can 
make some progress in realizing this 
ideal it will have been worth while. 
The failure of the companies to act 
is similar to delays in disarmament. 
All agree on its desirability but each 
fears to put himself at a disadvantage 
by beginning. 

Reference has been made to the 
probability that if the insurance com- 
panies do not of their own accord 
correct practices now inflicting grave 
injury upon the insuring public, ap- 
propriate legislation will be forth- 
coming, giving wide and sweeping 
powers to the respective departments 
of insurance. It is not at all certain 

(Continued on Page 18) 





Portland Meeting 


UBLIC interest has been in- 
creasingly stirred of late years 
by the signs of growing inde- 

pendence on the part of the National 

Convention of Insurance Commis- 

sioners. Always a courageous body 

with ambitions to serve the assured 
as well as the carriers, the Conven- 
tion has builded each year on the 
experience of past meetings until 
now their sessions are perfectly or- 
dered and more and more in tune 
with current problems of the moment. 

In compliment to the western sec- 
tion of the country the summer meet- 
ing of the convention this year was 
held in Portland, Oregon. The trip 
out on a Special starting from New 
York and being augmented on the 
way as different groups caught the 
Pullmans, was something in the na- 
ture of a traveling convention itself. 
Preliminary conferences were held in 
nooks of parlor cars and in compart- 
ments, and speeches were polished 
up as the miles sped by. 

The feature of the jaunt west, in 
the way of entertainment, was a tour 
of Yellowstone Park, taking in the 
scenic splendors of the Cody road, the 
awesome Grand Canyon and the spec- 
tacular geysers in the Old Faithful 
region, while the hardiest of the crowd 
braved the strenuous climb down 
Uncle Tom’s Trail to the fuut of the 
great falls, and dragged themselves, 
weary, but delighted, up the hundreds 
of return steps where an appetite 
equal to the big dinner awaiting, re- 
warded them. 


gery travel amid the majesty 
of high mountains brought the 
party to Spokane where through the 
enterprise of Walter Bennett, Secre- 
tary and General Counsel of the Na- 
tional Association of Insurance 
Agents, the agents of that virile com- 
munity arranged an afternoon of golf, 
sight-seeing, and finally dinner at a 
country-club among the hielands of 
the city. It was interesting to observe 
that there was not a new Hupmobile 
in the cavalcade. 

Arriving at Portland the key to the 
Oregon metropolis was turned over 
to the Commissioners and enthusiastic 
insurance good-fellows of the great 
northwest prepared a feast of gener- 
osity freely spread from Mount Hood 
to the sea and back again to the 
convention hall. 

All this was, of course, incidental 
to the convention itself which while 
in session proceeded with serious 
consideration of grave questions to be 
answered. These subjects the Com- 


JoURNAL oF AMERICAN INSURANCE 


of Commissioners 


missioners attacked with intelligent 
vigor, and comment was universal 
that this meeting of the convention 
was the best in years, both from the 
standpoint of work done and of at- 
tendance, there being thirty-five 
states represented. 

It was pleasing to note that a num- 
ber of the newer commissioners were 
very active in the deliberations. Van 
Schaick of New York, McQuarrie of 
Utah, Davis of the District of 
Columbia, Warner of Ohio and oth- 
ers recently appointed, made ex- 
tremely favorable impressions. 

The theme of the meetings was in- 
surance regulation with special em- 
phasis on the elimination of unfair 
practices in relation to rate-cutting, 
discrimination between risks of the 
same class, and sharp practices in gen- 
eral. Commissioners Van Schaick, 
Dunham and McQuarrie, led the dis- 
cussions having to do with these 
ethical matters. Their remarks were 
followed by lively discussions the 
concensus being that the time had 
arrived for definite action to combat 
certain evils which threaten the 
security of the entire insurance busi- 
ness. 


R' IUTINE business occupied 
other sessions, an important 
item of which was the election of 
Charles D. Livingston of Michigan. 
President, W. A. Tarver of Texas, 
Ist Vice-President, Garfield W. 
Brown of Minnesota, 2nd Vice-Presi- 
dent and Jess G. Read, Secretary. 

The Executive Committee formed 
an Association with Victor Berry as 
President and a long list of Vice- 
Presidents. New York, with Hotel 
Pennsylvania as headquarters was 
chosen as the place of the December 
meeting and Dallas, Texas, is to have 
the Commissioners as guests during 
the last week of September, 1932. 

As the banquet, presided over by 
Commissioner Tarver with a dignity 
that was rightly seasoned with wit- 
ticisms, talks in the spirit of the 
occasion were made by Commissioner 
Davis of the District of Columbia, 
Commissioner Warner of Ohio, and 
Commissioner Dunham of Connecti- 
cut. 
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Buy Him a Dish Mop 

Customer: “I want a nice present for my 
husband. What do you advise?” 

Shopkeeper: “May I ask how long you 
have been married, madam ?” 

Customer: “Oh, about fifteen years.” 

Shopkeeper: “Bargain counter in the 
basement, madam.”—Leed Mercury. 





Employers Mutual of 
N. Y. Reinsures in Utica 
Company 


HE Directors of The Employers 
Mutual Insurance Company of 
New York, with the approval of the 
Superintendent of Insurance of the 
State of New York, have voted to re- 
insure all outstanding obligations as 
of August 31, 1931, in the Utica Mu- 
tual Insurance Company of Utica, 
New York. 
oiy 

The latest financial statement of 
The Employers Mutual as of Decem- 
ber 31, 1930 indicated assets of $1,- 
920,121.93, liabilities of $1,797,- 
132.37, and a surplus to policyhold- 
ers of $122,989.56. The financial 
statement of the Utica Mutual as of 
December 31, 1930 indicated assets of 
$6,262,910.26, liabilities of $4,952,- 
798.20, and a surplus to policyholders 
of $1,310,112.06. 

Mr. Buffler will be associated with 
the Utica Mutual as manager of the 
company’s New York office. 
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Illinois Mutual Fire Un- 


derwriters Change Basis 


FFECTIVE September 1, 1931, 

the Illinois Mutual Fire Under- 
writers, now in its 29th year, elected 
to “come under” the insurance law 
of 1915, and changed its name to the 
Mlinois Mutual Fire Insurance Com- 
pany. 

The many advantages of this ac- 
tion number among them a reduction 
of the policyholder’s liability from 
three times the premium to one time; 
the authorization to write many allied 
lines of insurance as outlined in the 
insurance laws of the state; and the 
reduction in various fixed charges 
which reduce the overhead ; in addi- 
tion to putting the company on a like 
basis with other mutual companies in 
Illinois. 


Mutual Official Back 
After Seeing Europe 


George M. Gray, secretary of The 
Ohio Hardware Mutual Insurance 
Co., has returned from attending the 
International Convention of Rotary 
Clubs held in Vienna, Austria. After 
the convention, Mr. Gray made a tour 
of Germany, France, Jersey Isles, and 
Great [ritain. 


When Girls Grow Miserly 
“Is your wife economical?” 
“Sometimes. She had only twenty-six 


candles on her fortieth birthday cake last 
night.”—Boston Transcript. 
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Chicago's Skyline as Seen From the Mouth of the River 


Four Big Mutual Days In Chicago 


October 5th to 8th Inclusive All Set to Make Insurance History 
At Meetings of National Convention 


UTUAL delegates to the con- 

vention to be held at the Stevens 
Hotel on October 5th, 6th, 7th and 8th 
will find Chicago ready and willing to 
show them a good time, not only from 
the standpoint of furnishing them a 
rendezvous for business sessions, but 
in giving them an opportunity to have 
a variety of vacation pleasures. 

It is doubtless too late now to do 
any urging of mutual people to come 
to the convention for most of those 
who are to be at the gathering have 
doubtless decided to attend by this 
time,and arranged to buy their tickets, 
not neglecting, we trust, to ask for 
certificates entitling them to rebates 
on the return trip. Should there be 
a straggler here and there who could 
not figure it out before, the conven- 
tion wants them to know that they will 
still be welcome even if they have to 
be a day late. 

We wonder, however, if all the 
delegates already signed up have con- 
sidered the matter of bringing the 
ladies along. The convention his 
made special provision for looking 
after the interests of the wives and 
daughters, and the women will not 
need any attention during the busi- 
ness sessions of the men. Thus an 


ideal vacation is provided for the 
feminine contingent, thereby demon- 
strating to the home folks that con- 
ventions are desirable adjuncts of the 
business year. The more who attend, 
the better the occasion will be and 
especially so if many women come to 
add sparkle to the week by their pres- 
ence at special meetings, the banquet, 
theatre parties and other social af- 
fairs. It may be said further that the 
effect on the success of the conven- 
tion is marked when the ladies par- 
ticipate actively in its affairs, as they 
often do, not only in the management 
of the entertainment features but also 
as delegates. They keep the men on 
their mettle and give a tone to meet- 
ings which might otherwise be lack- 


ing. 


HILE it is likely that Old Man 

Depression will be snooping 
around in the corridors, he will be 
roughly handled if he shows his face 
and begins to talk about hard times. 
For, although the mutuals could use 
a little more business than has come 
to them lately, they have in general 
done very well, much better than the 
stock companies, which show an 
underwriting loss of some 74.4% in 


1930 as compared with 1929, while 
the figures for the mutuals for the 
same period reveal a loss of only 
12% —the report being for ten lead- 
ing stocks and ten leading mutuals. 
Such statistics as these will be worked 
out in detail at the convention, and 
the sum total of them will have the 
effect of giving new heart to the mu- 
tual men. Just in passing it may be 
remarked that in cash assets, cash sur- 
plus, earned premiums, and _ invest- 
ment profit, the mutuals had gains all 
along the line, while in each of these 
items, the stocks took a loss, in the 
case of investment profit, the per- 
centage in the red was 263.7%. This 
is, “of course, another illustration of 
the superior management of mutual 
companies. 

There will be a great array of such 
bits of encouragement at the conven- 
tion and many concrete ideas of prac- 
tical worth in business getting to take 
back home. The supplementary prize 
exhibit of advertising will in itself 
be a great stimulator of enthusiasm 
which may be used to advantage in 
convincing prospects. 

Here’s hoping to see you at the 
Stevens on these four big Mutual 
days, October 5th, 6th, 7th and 8th. 
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E. S. Nail, President Lumbermens Mutual Insurance Company of Mansfield, Ohio, is an 


ardent horseman. 


Here he is with the latest acquisition to his stables. 


This horse, Robin 


Hood, has a mark of 2:10 and recently won two ribbons at the Mansfield Horse Show. 


Lumbermens Mutual of 
Ohio in 72nd Semi- 
Annual Meeting 


N Wednesday, September 9th, 

The Lumbermens Mutual In- 
surance Company held its seventy- 
second semi-annual meeting at the 
home office of the Company in 
Mansfield, Ohio. 

A careful analysis of the Com- 
pany’s experience during the first 
six months of 1931 was made, and 
satisfaction expressed at the Com- 
pany’s accomplishments in view of 
prevailing business conditions. 

E. S. Nail, President of the Com- 
pany, spoke briefly of the many un- 
usual problems now confronting 
Insurance Companies, mentioning 
particularly losses and expenses. 

Justin Peters, President of The 
Pennsylvania Lumbermens Mutual 
Fire Insurance Company addressed 
the meeting on business conditions 
in the East. Mr. Peters stated that 
he had noticed a distinct change for 
the better in talking with prominent 
Philadelphia business men, and 
that while these signs did not indi- 
cate any rapid recovery, still the 
changes that were to be noted were 
in the right direction. 

Mr. Findley Torrence, editor of 
Wood Construction, and Secretary 
of The Ohio Association of Retail 
Lumber Dealers in addressing the 
meeting stated that insofar as the 
lumber industry was concerned 
there were very definite indications 
that they are ridding themselves of 
burdensome and unnecessary over- 
head. Cleaner yards and more at- 


tractive premises were leading to 
more aggressive sales work, and 
that out of this period of depression 
would come retail lumber dealers 
better equipped than before to serve 
the public efficiently and econom- 
ically. 


At the conclusion of the meeting, 
dinner was served on the lawn sur- 
rounding the Company’s home of- 
fice building. 

QO 


Wisconsin Mutuals Have 
Summer Meeting 


The Wisconsin State Association 
of Mutual Insurance Companies 
have solved the problem of main- 
taining interest in their programs 
by alternating their meetings with 
emphasis on the production end of 
the business at their summer meet- 
ings and on the more technical fea- 
tures of insurance at their winter 
meeting. 

At the convention held in Mil- 
waukee on September 15th and 16th 
a large group listened with enthu- 
siasm to a select list of speakers. 
An address of especial importance 
was delivered by Dr. S. S. Huebner, 
Professor of Insurance at the Uni- 
versity of Pennsylvania, who ana- 
lyzed past and present economic 
conditions as related to insurance. 

The banquet at the Schroeder 
Hotel on the 15th was well at- 
tended and made history with good 
food, and good entertainment. 

On the sixteenth the sessions 
were devoted to an “Insurance 
School,” which consisted of the 
propounding of a series of questions 
to the delegates. The discussion 
following these queries brought out 
a great deal of interesting debate, 
and resulted in much educational 
material being carried home for 
study. 

This School feature is recom- 
mended to other State associations 
for use in their conventions. A copy 
of the questions asked at Milwau- 
kee can doubtless be had by writing 
to Theo. R. Schmidt, Secretary of 
the Wisconsin Association, who 
can be reached at the Kewaskum 





Ltd. Mutual Fire Insurance Com- 
pany at Kewaskum, Wisc. 


OSS 


Mutual Official a Dele- 
gate to Conference 
in China 


ORWIN S. SHANK, General 

Counsel and Vice-Chairman of 
the Board of the Northwestern Mu- 
tual Fire Association of Seattle, 
Washington, will be one of the three 
Pacific coast representatives at the 
meeting of the Institute of Pacific 
Relations to be held at Hangchow, 
China, from October 21 to November 
4. Mr. Shank received his appoint- 
ment at New York last June. 

Members of the Institute, compris- 
ing both men and women, are not offi- 
cials of their governments, but repre- 
sent the interests of labor, banking, 
education and public affairs of the 
countries. The Institute is composed 
of groups from twenty-two nations 
and the list includes many distin- 
guished statesmen, scholars, business 
men and scientists. The League of 
Nations and Soviet Russia are send- 
ing observers, but will not be repre- 
sented by official delegates. 

The discussions of the conference 
will center around economic problems 
affecting the countries bordering the 
Pacific, particularly trade relations 
and China’s economic development. 

Among the prominent members 
who will attend from the United 
States are Willis J. Abbot, editor of 
the Christian Science Monitor ; Isaiah 
Bowman, director of the American 
Geographical Society; Miss Ida L. 
Comstock, president of Radcliffe Col- 
lege and the only woman member of 
the Wickersham Commission; Wal- 
lace R. Farrington, former governor 
of Hawaii. 

Mr. Shank has long been inter- 
ested in the Orient, and served as 
President of the Japan Society of 
Seattle during 1925 and 1926. 


For the Unemployed 


Mistress: “I don’t like to have to keep 
complaining, Mary, but I do wish you 
would realize that when master leaves his 
shoes outside the bedroom door it means 
that he wants them cleaned.” 

Maid: “Oh does it? And what does it 
mean when he leaves them outside the 
front door ?”—Aberdeen Express. 





QO 
Knows His Croquettes 


Hub: “I can’t eat this stuff.” 

Young Bride: “Never mind, dear. I have 
some lovely recipes for making up left- 
overs.” 

Hub: “In that case I’ll eat it now.”— 
The Benedict. 
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Wise Is the Policy Holder Who Selects an Insurance Company with a Good Record and Adequate Reserves. 


Examining Insurance Companies 
Suggestions as to the Need for the Highest Type of Training and 


Experience In Determining the Soundness of Carriers Methods and Finances 


XAMINATIONS of insurance By HOWARD P. DUNHAM 


companies are made by insur- INSURANCE COMMISSIONER, STATE OF CONNECTICUT 


ance departments of the vari- ae An Address Delivered Before the 
" - National Convention of Insurance Commissioners 
ous states for the purpose of discov- at Portland, Oregon, September 14, 1931 
ering any element which may be 
prejudicial to the interests of the History—State regulation of m- 


policyholders by reason of the inabil- surance companies in the United 
ity of an insurance company to meet States began with the granting of cor- 
its obligations. They are a check on poration charters. The first granted 
the accuracy of a company’s annual was to the Insurance Company of 
report. From information I have North America by Pennsylvania in 
collected, there were 1605 of these 1794. Most of the early charters in- 
examinations made last year in the  ¢jyded regulatory provisions such as 
United States, which rather shows amount of c capital, manner of invest- 
the magnitude of the work. ing funds and frequently required re- 
The laws of the states provide gen- ports to the legislatures or some state 
erally that the Commissioner or officials. 
Superintendent of Insurance may In 1807 Massachusetts required in- 
make an examination of any imsur- surance companies to render an ac- 
ance company doing business im the count of their affairs to its legislature. 
state at any time and to any extent he Next followed laws taxing premiums 
deems advisable. He may delegate his and primarily because of these tax 
power of examination to assistants laws states required financial state- 
and may take testimony under oath if ments to see that they received their 
he so desires. proper amount of taxes. 


In 1836 Massachusetts by law re- 
quired a certain amount of capital to 
be paid in cash and securely invested. 
Laws were subsequently passed in 
various states regulating investments, 
reserves, etc. With the coming of In- 
surance Commissioner Elizur Wright 
of Massachusetts, life insurance at 
least was put on a scientific basis by 
requiring the net premium method of 
valuing policies. 

Prior to the establishment of state 
supervision insurance companies were 
operating practically without manda- 
tory safeguards as to financial ability 
and solvency. Many failures resulted. 
Some undoubtedly due to inadequate 
knowledge of unwise financial prac- 
tices and others due to deliberate and 
fraudulent action. The need for com- 
petent supervision, in order that those 
charged with the conservation of 
funds paid in by policyholders should 
so conduct the business to the end that 
all outstanding obligations might be 
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met, was cared for by the creation 
under authority of proper depart- 
ments to look after the public interest 
in the business. Manifestly an ex- 
amination into the affairs of these 
companies at periodic intervals is 
necessary if the public good is to be 
conserved. In such an examination 
an insurance department is charged 
with inspecting and scrutinizing with 
care, and investigating critically as to 
the composition, condition and char- 
acter of the insurance company, for 
the purpose of arriving at a just con- 
clusion as to its solvency and ability 
to carry on without prejudice to the 
rights of the people of the state. 

The state has a right and a duty to 
require each insurance company so to 
maintain itself as to be able to dis- 
charge all of its public obligations, 
whether they be imposed by charter, 
general law or the nature of its busi- 
ness. However, the powers delegated 
to supervising officials are only those 
of supervision and regulation and are 
emphatically not of management and 
administration, although it would 
seem from some of the resolutions 
passed by this convention from time 
to time that some commissioners as- 
sume they have this power of manage- 
ment. 

While the statutes generally in a 
large and effective sense give to the 
Commissioners the right of regula- 
tion and supervision withuut which 
the interest of the public at large 
might and possibly would be lost sight 
of, we must remember that with regu- 
lation obtruding itself into the place 
of management, the skilful operation 
of any branch of business which is 
affected with the public interest will 
in a great measure be removed. 

The right to examine does not in 
my judgment mean that the Depart- 
ment has power to compel the doing 
of whatever the Board of Directors, 
or others charged with the manage- 
ment of the company, in the exercise 
of sound discretion might or might 
not do, nor has the legislature under- 
taken to substitute the authority 
vested in the Insurance Department 
for the power given to the Board of 
Directors, or to confer upon the De- 
partment any proper function of man- 
agement vested in the Board of 
Directors. If this be true, it follows 
that the periodic examination of com- 
panies should be confined so far as 
possible to those channels which have 
to do with solvency and the proper 
conduct of the business. I also be- 
lieve the Commissioners at no time 
should usurp the functions of man- 
agement of a company. They should 
never assume the responsibility. 
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Necessity OF EXAMINATIONS — 
Thorough and efficient examinations 
are necessary to protect the insuring 
public generally. For example: 

1. The life insurance policyholder 
should know that the reserves, out of 
which a claim on his policy must be 
paid, are wisely and conservatively in- 
vested. 

2. The annuitant wants to know 
that he will not outlive the company’s 
capacity to pay him a regular income. 

3. The employer taking out Work- 
men’s Compensation insurance wants 
to know that liability will not come 
back on him due to the company’s 
failure. 

4. The principal under a surety 
bond wants assurance that the com- 
pany’s bond is good under all circum- 
stances. 

5. The personal accident and health 
policyholder wants to feel sure that 
the company insuring him is not only 
sound but fair in dealing with his 
type of claim. 

6. The man who insures his prop- 
erty against fire wants to feel secure 
in payment of a claim even against 
the worst conflagration hazard. 

7. The man who insures his liabil- 
ity as an automobile driver wants to 
feel sure that his liability is fully pro- 
tected. 

8. The store owner who takes out 
plate glass insurance wants to be as- 
sured of prompt replacement after 
breakage, that his business may con- 
tinue uninterrupted, etc. 














HOWARD P. DUNHAM 


Head of the Insurance Department of the 

State of Connecticut and a Past President 

of the National Association of Inurance 
Commissioners 




















The weakness of a lately defunct 
insurance company indicates the 
necessity for a stricter form of ex- 
amination on the part of a state in- 





surance department. In the report of 
a receiver of this insurance company, 
it was shown that no capital stock had 
been paid in, bank accounts were 
overdrawn, mortgages were delin- 
quent, records were unintelligible and 
erroneous, there was questionable 
financing, shortage of assets, etc. This 
report shows a gross negligence on 
the part of the state examining force 
in question and, broadly speaking, is a 
reflection on all insurance supervising 
officials of this country. 

Insurance companies paid in taxes 
and fees last year, according to the 
United States Chamber of Commerce, 
the sum of $99,991,472.00, and of 
course they, as well as the public, are 
entitled to a fearless, thorough and 
efficient examination and not one of a 
careless and superficial nature. 

It will probably be generally agreed 
that the conduct of examinations is 
the most important of the multiple 
duties of a state insurance depart- 
ment. It is fundamental that the de- 
partment’s prime function is the pro- 
tection of policyholders. To secure 
this protection the Commissioner 
must take care that only sound and 
reputable companies are permitted to 
sell insurance in his state. From an 
audit of a company’s statement he can 
tell if it is in a sound condition, pro- 
vided he is sure that the statement as 
rendered is correct ; that the assets are 
properly valued ; that the reserves are 
adequate. He can be sure of this only 
if the company is examined fre- 
quently enough to satisfy him that it 
is accurately preparing the statements 
rendered. 

In discussing the Commissioner’s 
duty in regard to examinations, it is 
well to make some distinction between 
companies incorporated in his home 
state and companies incorporated in 
other states, but it is also well to re- 
member that there is no fundamental 
difference in principle. It is his duty 
to satisfy himself as to the soundness 
of all companies which he permits to 
take money from policyholders in his 
State. 

CONVENTION EXAMINATIONS— 
There is no justification for a multi- 
plicity of examinations by the several 
states, if an examination by the home 
state or by any one of the states is in 
competent hands and can be relied 
upon with a reasonable degree of con- 
fidence by the other states in which 
the company is transacting business. 

Prior to 1910 when the important 
Committee on Examinations was 
brought into being by the National 
Convention of Insurance Commis- 
sioners there were frequent, unneces- 
sary and expensive raids into other 














states for useless examinations, fre- 
quently to make jobs for inexperi- 
enced examiners, and the hapless 
companies had to submit to exorbitant 
charges and lengthy examinations. 
The exorbitant charges and lengthy 
examinations, I am sorry to say, have 
not been entirely eliminated today, 
even by some of the larger states of 
this country. 

In 1910 after considerable discus- 
sion, the Examination Committee of 
our Convention was created to regu- 
late and supervise all examinations in 
which other state insurance depart- 
ments besides that of the home state 
participate. This committee acts as a 
sort of clearing house for requests on 
the part of Commissioners regarding 
the financial standing of any particu- 
lar company. 

When the Examination Committee 
was formed the following resolution 
still in effect was passed: 

“Resolved, that it is the sense of this 
Convention that no examination should 
be made by any member of this Con- 
vention of a company outside his home 
state, without first requesting the 
Committee on Examinations to co- 
operate.” 

In 1919 the Convention called at- 
tention to its former action in this 
connection and reaffirmed its position 
then taken by adopting a motion “that 
we stand in the same position now 
that we have in the past, in reference 
to examinations, asking all of the 
states that if they desire an examina- 
tion of a company in a foreign state 
that they take it up with the chairman 
of the Examination Committee.”’ 

Reports of examinations of each 
state’s home companies are filed with 
the committee, and requests of vari- 
ous Commissioners for information 
are often satisfied by sending a recent 
report of examination. If no such 
report is available, or if the situation 
for other reasons demands it, a Con- 
vention examination is ordered. The 
Chairman of the Committee chooses 
the states which will be invited to 
participate, usually in consultation 
with the home state Commissioners. 
In selecting these states consideration 
is given to the size of the company, 
the distribution of its business and 
other reasonable factors. The details 
of the examination and the direct 
supervision of it are usually left to a 
chief examiner of the home state. 
The report is rendered to the Chair- 
man of the Examination Committee 
and to all Commissioners partici- 
pating. Copies of it are at all times 
available to any Commissioner. — It 
goes without saying that comity and 
reason require the acceptance of re- 
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ports of Convention examinations un- 
der the same terms as those conducted 
solely by the home state. 
Occasionally a case may arise where 
the home state does not deem an ex- 
amination necessary and refuses to 
make one, while Commissioners of 
other states in which the company 
operates feel that circumstances re- 
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Costs oF EXAMINATION—The 
presence and activity of examiners 
while inquiring into affairs of an in- 
surance company add materially to 
the expense of the company, and also 
interfere with the orderly and ordi- 
nary conduct of its business, and 
while examinations are both manda- 
tory and necessary, the Commission- 





The Watchfulness of Insurance Commissioners Has Much to Do with the Ability of 
Companies to Pay Losses Promptly 


quire that an examination be made. 
In such cases the reasons therefor are 
submitted to the Examination Com- 
mittee and if the need of an examina- 
tion is made apparent, it is proper for 
the Chairman to call a Convention 
examination even in opposition to the 
wishes of the home state official in 
charge. 

FREQUENCY OF EXAMINATIONS— 
State laws usually prescribe the times 
an insurance company must be ex- 
amined. The time limits vary from 
one to five years, at least 21 states 
having a three year interval. The 
Commissioner usually has authority 
to examine more frequently if he so 
desires. No statutory time for mak- 
ing an examination is fair or satis- 
factory, and in my opinion the matter 
ought to be left entirely discretionary 
with the Commissioner. 


ers should exercise the degree of lati- 
tude given to them under their laws 
to the end that prolonged and unwar- 
ranted examinations may be avoided. 
‘rom the amount of taxes paid by 
the insurance companies, $609,696,- 
950.00 for the last ten years, it would 
seem that no further charges should 
be made for examinations, but states 
generally do not reason this way and 
heavy additional charges are imposed 
for the work required to be done by 
statute. The charges and expenses 
for convention examinations last year 
alone, by only ten states reporting to 
our Secretary, amounted to $54,480, 
and the amounts paid by the com- 
panies to their home states probably 
amounted to considerable sums. 
Speaking of the tremendous costs 
to the companies for examinations, I 
think it unfair to require the com- 
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panies to reimburse the states for the 
costs of examination. It tends to en- 
courage needless examinations and 
also prolongs them. 

The expense of periodic examina- 
tions should be met by the states to 
avoid waste and extravagance and 
for special examinations we should 
charge actual expenses only. 

When it is necessary to examine a 
company, either by reason of a well 
founded belief that such an examina- 
tion is warranted by the facts and cir- 
cumstances or by the mandatory pro- 
visions of the law, such examination 
should be conducted in a manner to 
give as little inconvenience to the ex- 
amined unit as possible, and expedited 
in every way so that inconvenience 
and expense may be minimized. 

PROCEDURE—The actual work of 
examination is left to our examiners 
and they are more qualified to tell you 
about this than I am, but I desire un- 
professionally, of course, to make a 
few observations regarding some of 
the actual work. 

No standard form of procedure of 
examination of insurance companies 
is used by any of the states, but it is 
possible that something along this line 
could seriously be considered by this 
convention. 

As I understand it, the Federal 
Reserve Board at Washington has 
prepared a pamphlet outlining a 
method of procedure of verification of 
financial statements for the considera- 
tion of bankers, merchants, manufac- 
turers, auditors and accountants. It 
contains the minimum requirements 
of balance sheet auditing. 

The following is, however, a dis- 
jointed outline of some of the major 
problems in the examination of an 
insurance company : 

MANAGEMENT—1. Find out if the 
provisions of their charter and by- 
laws are carried out. 

2. Ascertain powers of each com- 
mittee, and whether or not the in- 
structions of directors are carried 
out. 

3. Read the directors’ minute book 
and committee report for the period 
of the examination. Among many 
other things the legal approval of all 
investments should be verified from 
the minutes of the Finance Commit- 
wee. 

4. Find out if all provisions of the 
law are complied with. 

AccountTING—1l. Statement of the 
general method applied: 

a. How premium receipts are han- 
dled and checked. 

b. How interest receipts are han- 
dled and checked. 

c. Payment of claims. 
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d. Payment of commissions. 

2. Draw off trial balances for each 
year covered by the examination and 
check to the annual statement. 

3. Test checks from books of orig- 
inal entry. 

4. Check vouchers for expenses. 

5. Note any allocation of expenses, 
and find out if properly distributed. 

LepGerR AssETts—An_ examination 
of the assets of the company, which 
in the main consists of bonds, stocks, 
mortgage loans, real estate, bank de- 
posits and unpaid agents’ balances, 
call for more or less strict scrutiny on 





Every Loss Is Directly or Indirectly the 
Concern of Some Insurance 
Commissioner 


the part of the Department by the 
amount held in each subdivision. If 
the company has large sums invested 
in stocks, mortgage loans and real 
estate, the examination must be more 
intensive than would apply were the 
bulk of the assets in high grade bonds 
and bank deposits. Especially is this 
true in an economic situation such as 
the present. 
Real Estate: 

a. Trace Company’s holdings for 
the last four years and investigate any 





increases or decreases by adjustment. 
b. Secure appraisals if necessary. 
c. History of real estate acquired 
by foreclosure. 
d. Final gain or loss. 
e. Examine deeds and 
and verify titles. 


abstracts 


Mortgage Loans: 

a. Every loan note and papers con- 
nected therewith should be examined. 

b. Prove the asset account with the 
loan notes. 

c. Interest due and accrued should 
be obtained by actual inventory. 

d. Taxes and fire insurance. 

e. Appraisals. 
Policy Loans: 


a. Investigate method of handling. 
b. Test check all notes with cards. 
c. Prove total of cards to the 
ledger accounts. 
d. Premium 
loans if issued. 


notes and automatic 


Bonds and Stocks: 

a. Investigate bonds in default as 
to interest and principal. 

b. Check values, and in case of life 
companies check amortized values and 
effective rates of interest. 

c. Verify by actual count and 
value according to the market values 
as of date of examination. 

d. Compute all items of due and 
accrued interest. 


Bank Deposits and Cash in Office: 


a. Count the cash in office as of 
date of examination. 
b. Secure certificates from deposi- 


tories and reconcile with the out- 
standing checks. 
Non-LepGer Assets. 1. Interest 


and rent items should be verified. 

2. Uncollected and deferred pre- 
miums. : 

a. Test check as thoroughly as 
practicable. 

3. Thoroughly investigate all assets 
not admitted. 

The most difficult part of an ex- 
amination and the greatest volume of 
detail is the determining of proper 
and adequate loss reserves especially 
in the fire, casualty and surety busi- 
ness. At present there is no scientific 
or experience basis for fixing these 
reserves, Schedule P in many in- 
stances failing to measure up to the 
company’s own loss estimates. 

LIABILiTIES—1l. Reserves. 

a. Examine carefully method of 
preparing schedules and cards. 

b. Make test checks of accuracy of 
the cards. 

2. Disability Reserves: 

a. Examine tables and 
carefully. 

b. Check the amounts. 


methods 











3. The other items in the statutory 
liabilities of importance are in the 
main unpaid losses, reserve for taxes 
and expenses, unpaid dividends, etc., 
but many companies in the exercise of 
discretion add other items such as re- 
serve for contingencies, special re- 
serves, reserve for depreciation of 
securities, etc. These, in some in- 
stances, reach quite a_ substantial 
amount. Such additional reserves are 
to be commended, for their effect is 
to fortify the company against a seri- 
ous reduction in surplus, and possi- 
bly impairment in subsequent years, 
and it does not necessarily follow that 
the special reserves of any kind would 
always appear, although this may or 
may not be the original intent for 
their maintenance. At any rate, the 
inclusion of such items of additional 
reserves indicates a desire on the part 
of the company to err, if error be 
committed, in its published reports to 
the public in a manner which will best 
serve the public interest. It can be 
said that this feature might be car- 
ried to an unwarranted extent, but 
these special reserves being in the na- 
ture of hidden assets and as such, 
bring about a diminution of surplus 
as published, it cannot be prejudicial 
to the interests of the policyholders 
of the company, since it could only 
give to them more protection by rea- 
son of the additional assets than the 
published statement would indicate. 


I am not unmindful of the fact that 
the subject of examinations and how 
best to handle them may be highly 
controversial, but I know we are all 
of one mind in the thought that the 
duty to supervise impels the duty to 
protect the industry supervised, and 
we should at all times endeavor to 
minimize so far as we can the con- 
fusion and expense incident to the 
duties of our Department, and this is 
especially true under conditions such 
as presently exist. 


A review of the subject matters re- 
ferred to the various Committees of 
this Convention all tend to show a 
desire on the part of the Commission- 
ers to bring about a material lessening 
in the operating expense of insurance 
companies, which in recent years has 
risen to a degree where we have found 
it necessary to take cognizance of it. 
It will be well if we will carefully 
scrutinize the conduct of our De- 
partments to the end that unnecessary 
cost to the insurance companies may 
be avoided, and I know no better place 
to begin than in the matter of exami- 
nations. 


An examiner should review prac- 
tically all open claims, numbering in 


JoURNAL OF AMERICAN INSURANCE 


the large companies, thousands of 
cases, and fix his own reserve based 
solely on his own judgment. It is of 
course impossible to guess an exact 
cost for each case and the best an ex- 
aminer can hope is that his aggregate 
reserve for all cases will prove ade- 
quate. 

Due to the tremendous amount of 
work involved in reading these claims, 
it seems essential to devise some 
means of arriving at this reserve, not 
only with less labor, but on a more 
accurate basis. 

The reserves are the most impor- 
tant part of a company’s financial 
statement. The value of most assets 
may be fairly accurately determined, 
but the reserves are for the most part 
merely someone’s guess. An examiner 
must determine how the company’s 
guesses run; he must be particular to 
see that all claims are properly and 
promptly recorded. 


Since a large proportion of the 
claims involve litigation, many suits 
are encountered and it requires sev- 
eral years to dispose of same. This 
means an accumulation of unpaid 
losses that may prove serious and the 
examiner’s task to determine the 
probable outcome of such suits is 
complicated and difficult. Careful 
attention and mature judgment is 
essential in fixing these reserves. 

TREATMENT OF PoLICyHOLDERS— 
1, Examine the different types of 
claims to determine whether the dis- 
position of the case*was made accord- 
ing to the terms of the policy and 
whether or not payments were made 
on time. 

2. Resisted claims should be care- 
fully reviewed and a history and rec- 
ord made of each case. An effort 
should be made to determine whether 
or not the company is justified in the 
resistance of the case involved. 

QUALIFICATIONS OF EXAMINERS— 
As the examination of companies is 
the most important function of an in- 
surance department, it naturally fol- 
lows that the development of a com- 
petent examining force should be the 
special concern of every Commis- 
sioner. Twenty-seven states have ex- 
amining forces ranging from 1 to 95 
examiners, 24 employ outside help, 
two of these on foreign examinations 
only. Of the 24 the number employ- 
ing outside help exclusively is 17. 
Such help consists either of firms of 
consulting actuaries or accountants, 
or examiners hired on a per diem 
basis. One state now hiring outside 
help exclusively, plans to have an ex- 
amining force for 1932. 

In the examiner, I believe, the 
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qualities of patience, honesty and 
faithfulness, indispensable as they 
are, must be combined with shrewd- 
ness, resourcefulness and ability to 
get to the bottom of involved situa- 
tions, together with unvarying cour- 
tesy and tact. To a large extent, it is 
true that examiners are born and not 
made, and while education and study 
are indispensable, they can never 
make a good examiner out of one who 
lacks the necessary fundamental tal- 
ents. A leading authority, in discuss- 
ing the qualities which a good depart- 
mental examiner should possess, says, 
“He should attempt to have the com- 
bined qualities of a sponge and filter ; 
the sponge, in order that he might be 
able to absorb all the information 
which comes to him, and the filter that 
he might be able to separate the essen- 
tial from the unessential, retaining 
the former and allowing the unim- 
portant details rapidly to pass from 
his mind.” I hardly need add that 
only by careful study and long ex- 
perience do the highest qualities of 
an examiner become fully developed, 
and that these qualities, even in their 
undeveloped state, are not inherent in 
every young man who wishes to be 
tried out on the examining force. 

At this time I want to compliment 
the work of insurance examiners of 
our various departments. They are 
usually underpaid, but have a terrific 
responsibility. They are more than 
bookkeepers — they are really skilled 
accountants, able to analyze and in- 
terpret figures. Besides having these 
qualifications, an examiner must know 
the statutes of the state and the law 
concerning the various policy claims 
he has to review. Then, too, it goes 
without saying that examiners, actu- 
aries and even commissioners get into 
ruts the same as the companies and it 
should be our constant endeavor to be 
alert in progressiveness. I think it a 
good plan to get.examiners together 
frequently to discuss up to date prob- 
lems and the principles of accounting. 
I find these conferences of examiners 
in my own department very beneficial 
not only to the examiners but to me. 

PuysicaL EouipMENT — Modern 
efficiency has helped out in bookkeep- 
ing and insurance companies should 
keep its equipment up to date in this 
respect. One company had poor book- 
keeping methods because the head of 
its accounting department, who had 
been employed for many years, was 
accustomed to old-fashioned methods 
and hated to get out of the rut. This 
condition of course does not exist in 
the really efficient offices. The sub- 
ject of uniform accounting adopted 


(Continued on Page 31) 
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Commissioners Demand that Common 
Honesty Must Rule Insurance 
Competition 


LWAYS in sympathy with competent regula- 
A tion of insurance by state departments, this 
publication notes with hundred percent approval 
the latest deliberations of the National Convention of 
Insurance Commissioners. The meeting of the Con- 
vention just concluded in Portland, Oregon, revealed 
during its proceedings so much penetration into the 
causes of insurance troubles, and so much astute com- 
mon sense in suggesting remedies that it seems there 
must soon be a new dawn in the underwriting sky. 
Notably the address of Hon. G. S. Van Schaick, 
Commissioner of Insurance for the State of New 
York, was a warning that the issue of unethical com- 
petition had been too long befogged by certain groups 
of carriers, who, unmindful of the good of the business 
as a whole, had made the insurance pathway danger- 
ously dark not only for the companies, both guilty 
and innocent, but for the policyholding public as well. 
In this crusade the New York Commissioner was 
ably supplemented by the addresses of Hon. Howard 
P. Dunham of Connecticut and Hon. Charles D. Liv- 
ingston of Michigan and others who spoke informally on 
the subject. 


ee 

I F we are to follow the remarks of these Commis- 

sioners and the supporting applause of their col- 
leagues to their logical conclusion, the day of rate- 
cutting is soon to be over. Likewise the long-con- 
tinued orgy of discrimination against inexperienced 
insurers, helpless in the hands of underwriting hier- 
archies bent on levying tribute, is to die out. Pre- 
sumably the period of American insurance history 
when the policyholder is to be given first considera- 
tion is near at hand. The Commissioners with keen 
insight have observed that the country is ready and 
anxious for a new alignment of insurance matters, 
and that there is no better time for an adjustment of 
injustices than this moment when the world is begin- 
ning slowly to emerge from the depression. 

The one unsatisfactory note in the attitude of the 
Commissioners is that there is a disposition among 
some to consider that since these conditions have been 
brought to the attention of the companies that the 
companies may be depended upon to correct them. 
We trust that between now and the next meeting of 


the convention in December the Commissioners indi- 
vidually will continually observe the companies who 
do not conform to the new spirit of fair play, and ad- 
jure them to fall in line with progress. What the con- 
vention collectively can do to right wrongs may be 
undone in the intervals between meetings if each state 
department head does not remain watchful of condi- 
tions in his own field. A flash of reform by a recalci- 
trant company at convention time may easily turn 
out to be only a gesture in the direction of right deal- 
ing with no real advance in ethical principle. 

It will be necessary to set up the proper non-par- 
tizan machinery under the watchful eye of each Com- 
missioner to check policies and rates of companies 
and to see to it that in subtle ways influences do not 
come to bear to offset the results desired, 

Steps in this direction have been taken voluntarily 
by the National Council on Compensation Insurance 
through the appointment of a committee composed of 
two stock representatives and two mutual representa- 
tives to work out a method by which it will be possi- 
ble to eliminate rate-cutting and unfair discriminatory 
practices in non-rate regulated as well as rate-regulated 
states. Preferential treatment of certain favored policy- 
holders should not be permitted in any kind of insurance, 
but in connection with a line of insurance which is prac- 
tically compulsory, such as workmen’s compensation, 
such conditions should not be tolerated in any state. 

Rates should always be fair, reasonable, and adequate, 
but if some assureds are to be given rate concessions, 
then it naturally follows that the rates to others must be 
unreasonably high if the income over all is to be sufficient 
to meet losses and expenses. If not, then the value of 
the protection to the workmen is decreased because the 
solvency of the rate-cutting companies will sooner or later 
be threatened. Then, too, favoritism in rates in con- 
nection with compensation insurance gives a competitive 
advantage to certain assureds over others in the same 
line of business. The National Council is to be con- 
gratulated for making an effort to devise a plan to eradi- 
cate these evils. It is by no means a simple matter, and 
it is hoped that the cooperation of all Commissioners will 
be available in solving these problems. If the Council 
can make its report at the meeting of the Convention 
in New York in December, the new year may indeed 
begin a new era for compensation insurance. 

ISS 
A) ME of the groups in various classes have indicated 
that they will clean house as to competition be- 
tween members of their separate groups. But this 
will not suffice since it leaves the situation wide open 
for the employment of cut-throat tactics between 
members of different groups. 

Nothing but a universal return to common sense in 
dealing honestly with all policyholders of like classes in 
like communities will satisfy the demand now raised for 
the eradication of the racket principle in insurance. It 
should never again be possible for John Smith with a 
factory in X County to secure a better rate than John 
Jones with a similar factory in the same territory and 
classification, nor should it be possible for a carrier to 
reduce the cost of insurance of one kind below a safe 
margin in order to sign up other business on a more 
profitable basis with the same customer. Solvency must 
be put before volume, and expansion must be subordi- 
nated to absolute certainty that risks already carried 
may be taken care of when payment of losses becomes 
necessary. There must be no further mis-classifica- 


tions, no discounted rates to ficticious fleets, no re- 
bates, no excess commissions to take care of probable 
(Continued on Page 29) 
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-Life-Lights Against A Business Background 
The Red, Red Robin Comes Bobbin’ Along 


WAS sitting on the front porch, 

smoking my pipe. My neighbor 
who holds a responsible position in a 
wholesale merchandising  establish- 
ment, was running his lawn-mower 
over the patch of grass that lay be- 
tween his house and the pavement. 
The evening was pleasantly cool, but 
the grass had been neglected and the 
pushing was heavy. It brought beads 
of sweat to my neighbor's brow. 


Presently he paused, rested the 
handle of the lawn-mower against a 
slim maple tree, and mopped his fore- 
head with his handkerchief. He stood 
reflectively, his eyes surveying the 
modest but comfortable dwelling 
from which came the lyric laughter 
of children’s voices. He had a quiver 
full of youngsters—five, ranging from 
three to thirteen years of age—and 
they were the joy of his life. 

“Not as young as we used to be, 
are we?” I called jestingly. 

He looked toward me, grinned rue- 
fully and sauntered over. 

“| was just thinking that,” he said. 
“Thinking and wondering whether I 
and the job will last long enough to 
see that brood of mine well-started 
on the road. I would like’ to give 
those of them who want it a college 
education, and to see that the others 
are fit and trained to take care of 
themselves. Then, of course, there 
is Rose—my wife, you know—I want 
to feel sure, if she has to go on 
after me, that her future is secure. 
Of course if I can stick around long 
enough as a revenue producer to see 
Bob on his feet”—Bob is eleven years 
old—‘I won’t have need to worry. 
Bob adores his mother and will take 
good care of her when he learns how 
to take care if himself. But, pardon 
me,” he broke off, “I didn’t mean to 
intrude my anxieties on you.” 


SO> 


at by need to apologize,” I an- 
swered. “The train of thought 


is not unfamiliar. I have ridden on 


it, although my responsibilities are 
not so many as yours. There are 


only four of us, and the youngsters 
are nearing the self-sustaining age.” 

“What do you think is going to 
happen this winter?” he asked ab- 
ruptly. It was not a change of sub- 
ject, I realized. The undertone in 
his voice suggested fear. 


“Oh, much of what has happened 
in other winters—and a little more 
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of some things, possibly,” I answered. 
“You and I who have jobs, and others 
like us may have to retrench a bit so 
as to help the less lucky chaps. In 
the end that will be good for us. It 
is a process that makes a man bigger 
and richer inside. This whole coun- 
try is getting a lesson in the principle 
of neighborly aid which will be worth 
the cost if it learns it. On that prin- 
ciple, may be, we will yet build a sys- 
tem which has a greater stability. The 
vital thing for you and me is not to 
let fear paralyze us at a time when 
we need more than ever all our wits 
and energy and capacity for useful 
work. Worry about the job is not 
going to save it. It might lose it by 
interfering with efficiency in doing it. 
The indispensable man will hold his 
job, and the indispensable man is 
the man who knows his job and does 
it better than anybody else. My ad- 
vice is, forget the risk, and concen- 
trate on the job. That at least will 
reduce the hazard as far as one man 
can—but it is my turn to beg pardon. 
You didn’t ask for advice, and here 
I am giving it like any preacher.” 

“Neighbor, I thank you for it,” he 
said with genuine heartiness. “You 
are right—worry doesn’t help.” His 
gaze wandered to his house again. 
The lights had been turned on, and 
shone through the windows. A small 
shadow appeared, bobbed up and 
down, and vanished—a curly head on 
slim shoulders. “God knows I’m 
better off than a lot of fellows,” he 
muttered half to himself. 





YS 


rT; © you remember that book 

some English chap wrote a 
dozen years ago ‘If Winter Comes’ ?” 
I asked. He nodded. “I didn’t read 
it, but everybody was talking about 
it,” he said. 

“Well, the story deesn’t matter so 
much now,” I continued. “But the 
title, I recall, was only part of a 
quoted line from Shakespeare or 
somebody. The whole of it is, ‘If 
winter comes can spring be far be- 
hind?’ You get the idea? Spring 
is coming, and summer and fruitful 
autumn before there is another win- 
ter. The thing to do now is to live 
for spring, to get ready for it, to 
keep in condition for its opportunities. 
Of course I’m talking sort of figur- 
atively. I mean that these hard days 








are inevitably leading to something 
better. Why I read in the paper the 
other day that there is more money in 
savings deposits in the United States 
than ever before in the country’s his- 
tory, and it is increasing every day. 
That doesn’t look as if we were broke 
—that’s the seed for the spring sow- 
ing. When we get over these win- 
ter chills and turn that seed loose 
there's going to be a big revival of 
prosperity. All that’s needed is a 
change from this timed state of mind 
we have talked ourselves into. Let’s 
do our jobs better than ever, forget 
our worries, help the other fellow out 
of his troubles and get ready for 
spring. It will be here before we 
know it. That’s the end of the ser- 
mon, I guess.” 

I knocked the ashes out of my pipe. 
Better be getting in,” I said. 

“Yes. Good night,” he said. 

A moment later I heard the lawn 
mower rattling over the cement walk 
as he trundled it back to the garage. 
But I heard something else. My 
neighbor was whistling. What was 
the tune? Was it? Yes it was— 
“The red, red robin comes a bob-bob- 
bobbin’ along.” He was thinking of 
spring ! 


SS 


Baltimore Convention 


HE Maryland and Delaware 

Federation of Mutual Fire In- 
surance Companies held a Conven- 
tion and Agents Meeting at the 
Southern Hotel, Baltimore, Mary- 
land, Thursday, September 24, 1931. 
The meeting was in charge of Rich- 
ard Dallam, President of the Fed- 
eration, anda varied and interesting 
program was carried on throughout 
the entire day. 

This meeting was the first local 
Mutual Convention held in its local- 
ity and the entire affair gave prom- 
ise of continuing success through- 
out coming years. 

The Officers of the Federation 
are: Richard Dallam, Mutual Fire 
Insurance Company in Harford 
County, President ; H. H. Gilkyson, 
Jr., Mutual Fire Insurance Com- 
pany of Chester County, Vice-Pres- 
ident; F. A. Hoffman, Executive 
Secretary; Walter B. Young, Bel 
Air, Maryland, Treasurer. Paul W. 
Pearson, Secretary of the Penn 
Mutual Fire Insurance Company of 
Chester County, West Chester, 
Pennsylvania, is the Active Chair- 
man of the Convention. 
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Underwriting Practice 
(Continued from Page 7) 


that greater powers do not already 
exist under present statutes than have 
been exercised. Since early days it 
has been fundamentally established 
that the grant of an express power 
carries with it by necessary implica- 
tion power to do those things reason- 
ably necessary and appropriate to 
carry out the express grant. In many 
of the states control over reasonable- 
ness and adequacy of rates exists. Of 
necessity this carries with it as was 
stated before a consideration of the 
fixed costs of the user of the rates. 
If acquisition and other costs may 
fluctuate at the will of the company 
any pronouncement as to reasonable- 
ness and adequacy becomes a futile 
gesture. If a company files its acqui- 
sition-cost rules at the time it gets 
approval of its filed rates there is 
reason to say that adherence to those 
rules become a fixed and legal duty. 
That a deviation therefrom is as much 
a rate violation as direct rate-cutting 
itself. If the companies force the 
issue by letting present conditions re- 
main it will unquestionably follow 
that the courts will be asked to pass 
upon the logic of this position. 

No inference should be drawn 
from this address that there exists any 
lack of confidence in the integrity and 
ability of the insurance profession. 
By and large there is no more able, 
alert and distinguished group of men 
anywhere than those engaged in this 
outstanding public service. Dealing 
with vast enterprises, charged with 
grave responsibility, daily solving 
problems most intricate and difficult, 
they constitute one of the most con- 
structive forces in our respective 
commonwealths. Conditions of which 
complaint is made present a challenge 
of most serious import. Close stu- 
dents of the problem are confident it 
will be met. 

QS 

HE insurance commissioners of 

the United States can do much. 
The solution of the problems calls 
for full cooperation. It is no discredit 
to look things in the face and place re- 
sponsibility. If there is basis for 
what has been said, the responsibility 
for existing dangerous and undesira- 
ble practices rests primarily upon 
insurance executives having direct 
control. Secondarily it rests with al- 
most equal force upon the members 
of this Convention. 

It is also undoubtedly true that the 
leadership in the insurance field given 
to the state commissioners together 
with the wide statutory authority to 
enforce laws, make it logical and im- 
perative that the commissioners offer 
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not only their cooperation but leader- 
ship. When the companies are thus 
reassured that every power at the 
command of the commissioners will 
be vigorously and impartially used to 
enforce statutory regulations, that 
legal and ethical practices will not 
put them at a disadvantage, there may 
be expected to develop that concert 
of action between commissioners and 
companies that will greatly reduce 
underwriting practices that are in- 
siduously dangerous to the whole 
insurance structure. 


Speaking for the New York De- 
partment it is the hope that the com- 
panies themselves will correct exist- 
ing conditions. If they do not every 
power given under existing laws will 
be fully used to correct the evils to 
which reference has been made. If 
additional powers are necessary the 
Department will seek them. Rates 
must be kept reasonable. Reasonable 
rates will not permit excessive acqui- 
sition costs or other wasteful prac- 
tices. Rates must be non-discrimina- 
tory. Common fairness and decency 
demand it. Rates must however pro- 
vide sufficient funds to permit fair 
claim settlements and to insure com- 
pany solvency. New York is also 
interested in company practices out- 
side the state which threaten con- 
tinued solvency. The continuance of 
such practices by foreign or domestic 
companies is viewed as hazardous to 
policyholders in New York. The 
Department will act accordingly. 


na ° 
In order that equal protection and 
the same fair treatment may be as- 
sured the people of the entire United 
States, the commissioners of all the 
states are earnestly urged to adopt a 
similar program. 


SOO 


Speaking extemporaneously, the 
Commissioner extended his remarks 
as follows: Speaking specifically of 
the New York Department, it hopes 
that the companies will meet this situ- 
ation and change the conditions. If 
the companies do not, every power at 
the command of the Department will 
be used for the purpose of eliminating 
the practices to which reference has 
been made. If additional powers are 
needed, the Department will seek 
them. Rates must be kept reasonable. 
That may sound like a dogmatic state- 
ment. It isn’t. It is fundamental, 
axiomatic. Rates must be kept reason- 
able. And it follows, after we have 
decided and recognized that rates 
must be kept reasonable, that reason- 
able rates do not permit of excessive 
acquisition cost or other wasteful 
practices. 





Now not only is it a matter of keep- 
ing rates reasonable but it is also just 
as fundamental to say that rates must 
be non-discriminatory. It is only fair 
and decent that this should be so. At 
the same time rates should be such as 
to give sufficient income to provide 
for fair settlements for company solv- 
ency and a fair return to those who 
are engaged in the business. In addi- 
tion to that, speaking again and 
speaking further for the New York 
Department, and in answer to the 
question that has been proposed or 
propounded many times during the 
last few months, New York is also 
interested in certain practices outside 
of the state of New York. The pol- 
icy of any other state does not con- 
cern us in any degree whatever, but 
whenever practices are indulged in by 
any company doing business in New 
York, whether one of our New York 
companies working elsewhere or a 
foreign company doing business in 
New York, which reflect or threaten 
its company solvency, then the state 
of New York does become interested. 
And it is the policy of the Depart- 
ment, the policy which has before 
been enunciated, that the Department 
will consider practices of that sort 
outside the state as hazardous to the 
policyholder in New York, and it will 
act accordingly. 


We are presenting this viewpoint 
to the Commissioners of all the states 
with the idea that the same equal pro- 
tection, the same fair dealing which 
is attempted for policyholders there 
under this program, may be carried 
out by similar programs which are 
adopted elsewhere. I remember read- 
ing in the very instructive book of 
Professor Patterson upon “The In- 
surance Commissioner in the United 
States” that these sessions of the 
National Convention are schools of 
instruction for new and inexperienced 
Commissioners, whereby the new and 
inexperienced Commissioner obtains 
many useful hints for the discharge of 
his duties. 

That reminds me of a story. Sev- 
eral years ago when my children were 
very small, one Sunday afternoon I 
went out to the garage to work on the 
car. My little daughter Frances, four 
and a half years old, put on her coat 
and went with me to watch me work 
and to play around the garage. A 
little later she went to the house and 
Mrs. Van Schaick said, “Frances, 
where is Daddy ?” 


Frances said, “Well, Mother, you 
see Daddy is fixing the car, and he 


(Continued on Page 31) 
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What Every Commissioner Knows 


The Desirability of Uniformity In Department Rulings for 
the Regulation of Insurance Problems 


HE papers for the most part, 

which have been read before 

these conventions, have been 
prepared by specialists connected 
with the big companies or by experts 
associated with the Insurance Depart- 
ments of the larger states, where they 
have the advantage of classified sta- 
tistics and the help of technically 
trained men. In the smaller states 
the Insurance Commissioners having 
to perform all the many functions 
connected with an Insurance Depart- 
ment, are selected because they are 
“general utility” men, rather than 
because of technical training in one 
particular line. The drafting of laws 
or the phrasing of rulings is the work 


Sometimes 
It Is Only 
Duting 

a Fire 
that an 
Insurer 
Thinks of 
the Matter 
of the 
Soundness 
His Risk 


Carrier 


I realize that this task 
has not been assigned to me. 


of specialists. 


It is easy to see defects in various 
systems of business, government, edu- 
cation, finance, taxation, etc., but 
when it comes to changing any estab- 
lished system, reforms are accom- 
plished only as the result of many 
proposals and by patiently trying out 
one proposition after another, and by 
being wise enough to profit by failure. 

The difficulty of regulating insur- 
ance companies, and safeguarding the 
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COMMISSIONER OF INSURANCE FOR THE 
STATE OF UTAH 


An Address Delivered Before the National Convention 
of Insurance Commissioners 


interests of the insuring public by 
commissions, are at least twofold: 
First, the difficulty in securing pro- 
gressive legislation, and Second, the 
problem of getting any uniformity in 
regulation, when forty-eight Insur- 
ance Departments, with separate and 
distinct authority attempt, by rulings, 
or otherwise, to supervise a distinctly 
inter-state business. The difficulty of 
a similar task was recognized when 
inter-state commerce was removed 





from the control of the respective 
states. 


“a < <— 
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T IS not possible for the average 
legislator to become familiar with 
the increasing services, the almost un- 
limited number and variety of policy 
forms, and the intricate and technical 
complications connected with the in- 
surance business. We cannot expect 
these men to lead out or to co-operate 
readily in the preparation of regula- 
tory measures, which are necessary to 


safeguard, not only the insuring pub- 
lic, but also to protect dependable 
companies against unjust competition, 
when they try to follow the rules of 
sound underwriting. 


There is not only the lack of infor- 
mation on the part of the average 
legislator coming fresh from the 
ranks of the people, but also a sus- 
picion or mistrust, which is even more 
pronounced, against the practices of 
insurance companies, than against 
other large corporations. 


Although the safety of insurance 
companies is generally recognized and 
the danger of failure has been almost 
eliminated, there is in the preparation 
of the contracts, the placing of the 
business, and the settling of claims al- 
together too much reason for the 
rather widespread belief, that the 
companies have an undue advantage 
over the insured when it comes to the 
settling of claims. There is no other 
form of business contract which in- 
cludes a “party of the first part” and 
“party of the second part,” where it 
seems so difficult to establish and 
maintain what attorneys designate as 
“a meeting of minds.” 


Although insurance companies set- 
tle about 99% of their claims without 
litigation it is the 1% settled through 
the courts, or by commissioners which 
creates all the noise and which forms 
the basis of public discussion and 
which: molds public opinion. 


Insurance is placed on the books 
through the agency method. The 
qualifications of an agent, or pro- 
moter, is his ability to make his pros- 
pect see the rainbow, rather than the 
clouds. It is the business of com- 
pany executives to recognize the 
clouds, and forecast the wind of ad- 
versity and to protect their clients 


from them. 
Soa 


HEN a policy is placed by an 
W agent in the hand of the in- 
sured, with the face amount in large 
beautifully engraved figures, the docu- 
ment looks very much like a govern- 
ment bond. If the insured opens the 
policy at all the list of standard pro- 
visions looks for all the world like the 
“English Bill of Rights,” or the 
Eighteen Amendments to the Consti- 
tution of the United States, all in- 
tended to add security to the patron 
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of the insurance company, but when 
the insured has a fire, for instance, 
it is not the suave agent who appears, 
but an adjuster, a man with an eye 
like an eagle, guarding the interests 
of the company that employs him, 
with jaws like a steel trap and a 
tongue that twangs like a Jew’s harp. 
If it is not perfectly clear that the 
origin of the fire was purely acciden- 
tal, the adjuster may proceed with an 
examination and cross-examination 
that would make Darrow of Cook 
County fame look like an office boy 
in a legal department. The adjuster 
proceeds to figure out the cost of ma- 
terial and construction. An allow- 
ance is then made for a 2% deprecia- 
tion for the 25 or more years that the 
building has been in use. Then the 
co-insurance clause is applied with a 
reduction of another 20%. 


The exact liability of the company 
is accurately arrived at which may 
amount to anywhere from 25% to 
40% of the face of the policy. While 
the insured is still dazed, and unable 
to think of the exact adjectives that 
he would like to use to express his 
feelings, the adjuster suggests that he 
has been very generous and magnani- 
mous in waiving all doubts in favor 
of the insured as to the origin of the 
fire, the lack of proper descriptions 
of flues, wiring, etc., and that if the 
company had known that he was in 
the habit of violating, at times, the 
Eighteenth Amendment, that they 
would not have been on the risk. 


The disappointments are far more 
numerous, when a health or accident 
claim is involved. The adjuster scans 
for exceptions and breach of warran- 
ty the clear bill of health which the 
agent usually provides in the applica- 
tion, either before or after the appli- 
cant has put his name on the dotted 
line; also the time of notice, the re- 
mote origin of the disease, whether it 
is confining or whether the patient has 
been able to sit for part of the time 
on the porch, or to rest in a ham- 
mock. 

The adjuster may not exactly con- 
form to the above descriptions. I 
have drawn the sketch from the view- 
point of the disappointed insured. 
Such adjustments are the exceptions, 
but they are the adjustments which 
form the basis for public discussion 
and public opinion. 


OVA 
oon“ 


HE average legislator also comes 

up to the Capitol with none too 
friendly an attitude toward the Com- 
missioners elected or appointed to di- 
rect the numerous state departments. 
There is a popular feeling that there 
is a good deal of graft connected with 
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the whole system. A commissioner 
in attempting to amend or modify 
some antiquated law, or some law 
where the language has been so inter- 
preted by the courts that it does not 
convey the intent or the meaning of 
the contract, may easily arouse the 
suspicion of the legislators, that he is 
subsidized, or influenced by the execu- 
tives of the insurance companies. 


For these and other reasons it has 
been found impractical to secure 
needed legislation. Therefore, the 
custom of the promulgating rulings 
has been adopted by the commission- 


ers and quite generally conformed to 
by insurance companies. 


There is little difficulty in the pro- 
mulgation of rulings by the respec- 
tive commissioners which have to do 
only with the interpretation and the 
application of existing laws. (Such 
rulings are not taken into considera- 
tion in this discussion. ) 


We have a different proposition, 
however, when it comes to the pro- 
mulgation of regulatory measures, 
based upon general powers granted 
to the commissioners, a good exam- 
ple of which was the ruling recently 
passed which required the standard- 
ization of the permanent disability 
provision connected with life insur- 
ance policies. 

With few exceptions such rulings 
are workable only to the degree that 
they are uniform either in all the 
states or in a particular group of 
states which may be especially af- 
fected. When we attempt the func- 
tions of legislation we find that we 
have a very large and unwieldy body. 








Our time is so limited that it is hardly 
possible to arrive at any consensus, 
besides we are apt to meet a subtle 
but none the less effective opposition. 

The insurance executives and the 
agency officers with the array of at- 
torneys and actuaries and adjusters, 
who attend these annual conventions, 
and who usually play the part of host 
or indulgent entertainers, and who al- 
ways come with the right hand of fel- 
lowship extended, could hardly be rec- 
ognized as formidable opponents, if 
we attempted any legislation which 
might change or disturb the present 
operation of their machinery, as they 
have set it in motion. But although 
insurance executives would rather 
deal with commissioners who have a 
fair understanding of their problems 
than to lobby with legislators, they 
are for the most part opposed to much 
regulation. Unless they happen to get 
into a jam like the old line companies 
did, in providing disability benefits, 
or the fraternals and assessment so- 
cieties when they found themselves 
faced with irreparable deficits, as a 
result of operating for many years 
upon an inadequate premium, they 
would rather the commissioners would 
keep their hands off of the steering 
wheel and not attempt to do too much 
driving from the back seat. 

WS> 


Y selection and training the insur- 

ance executive has developed 
two outstanding qualities. He is, first, 
the most dependable trustee in the 
world ; second, he is the best diplomat 
in guarding his particular line of in- 
terest. He has a way of making the 
insurance commissioner feel his per- 
sonal greatness, and the importance 
of his office, while as the executive of 
an insurance company he is just an 
ordinary fellow who has only to do 
with the safeguarding and proper in- 
vesting of a few hundred millions of 
dollars and incidentally to compete 
in his line of service with five or six 
hundred other competitors, etc. 


In addition he is deferential, and 
seldom, if ever, overlooks an attention 
that would add to our comfort or 
pleasure. The annual conventions 
would be pretty tame affairs without 
the attendance and co-operation of the 
insurance officials. May they con- 
tinue to be present with us. They 
have, however, thus far succeeded 
beautifully in preventing us from do- 
ing any harm. 

I am calling attention to this diffi- 
culty for the reason that I would like 
to suggest that instead of the insur- 
ance commissioners attending the 
mid-year business meeting, that such 
matters could be left to the executive 
committee, and that the insurance 











cemmissioners might organize them- 
selves into groups, consisting of a 
number from six to ten, who are con- 
veniently located and whose problems 
are similar. They could meet by ap- 
pointment. They would have time to 
discuss and properly consider any 
regulatory measures, which might be 
proposed. Such propositions as 
should rightfully come before the 
general assembly would come after 
being properly considered, and with 
a much better chance of receiving the 
attention and consideration of this 
body. 


Although there are real difficulties 
in attempting to discharge the duties 
imposed upon us as commissioners, 
we cannot excuse ourselves for fail- 
ing to avert some of the most serious 
failures and to protect the insuring 
public from apparent dangers and 
substantial losses. 


For instance—it must have been 
known to at least every experienced 
commissioner the disappointments 
and tragedies which were sure to come 
to the old and surviving members of 
fraternal societies and assessment as- 
sociations operating on inadequate 
premiums, long before the disasters 
which we have been witnessing of 
late, actually took place. In the in- 
terest both of such societies and their 
members a vigorous united effort 
either in the form of recommended 
legislation, or uniform rulings, should 
have been undertaken. It must also 
have been apparent that the applica- 
tion of the reciprocal or interinsur- 
ance exchange law, to general, rather 
than classified property risks, with no 
capital requirements, and no surplus 
requirements, were certain to result 
in failures, which would create not 
only loss to the insured but create 
public mistrust. Such failures as have 
resulted in the present receivership of 
the Casualty Association of America, 
and the recent liquidation of the 
United States Inter-Insurance Ex- 
change Association, but such happen- 
ings seem to arouse no united effort 
toward the prevention of such experi- 
ences in the future. 


So 


T IS well known that if a com- 

pany attempts to insure the lives 
of a thousand men whose average age, 
we will say. is 35, that they will have 
an average expectancy of life of about 
32 years. Any premium or assess- 
ment which with its interest will not 
produce $1,000 in that length of time, 
is certain to be inadequate. Any ad- 
vantage gained by the members who 
fail to live out their expectancy, must 
be compensated for by excess pre- 
miums or assessments applied to sur- 
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viving members. If we have failed to 
protect the millions of surviving mem- 
bers and their beneficiaries from dis- 
appointment and distress as the result 
of age or death certainly the history 
should not be repeated. Practically all 
of the old fraternal societies and also 
the assessment companies, which have 
operated for a period of twenty or 
more years, have gone onto the legal 
reserve basis, or transferred their lia- 
bilities to old line companies, or re- 
organized themselves on a similar 
line, but there is a new crop of assess- 
ment societies springing up with pre- 
miums based on an assessment to 
cover actual death experiences from 
year to year, with a provision that the 
insured will be paid not a definite sum 
but the amount that may actually be 
collected. 


Proposed Rulings 


First. Either a uniform ruling or 
recommended law which would limit 
or classify the lines of coverage for 
reciprocals, or prescribe additional 
safeguards if general insurance is to 
be undertaken. 

Second. Either a ruling, or legis- 
lation, which would prevent life in- 
surance from being written upon a 
basis which provided a premium or 
an assessment less than the net level 
premium, as estimated upon the 
American Experience Table of Mor- 
tality, or some other legally adopted 
table. 


Third. A ruling which would aim 
to classify health and accident insur- 
ance and limit the number or variety 
of policy forms which may be consi- 
dered necessary to provide for the 
public needs. 

At present the expenses to the com- 
panies and the expense to the insur- 
ing public, are increased by multiplic- 
ity of forms for competitive purposes 
only, which can be numbered only by 
the use of four or more figures. 


Fourth. Probably the most dan- 
gerous activity which may threaten 
the stability and the security of insur- 
ance investments is the temptation on 
the part of other financiers and finan- 
cial institutions to get control of the 
twenty odd billion dollars now held 
as a trust fund by the executives of 
insurance companies. 

OOD 


HE insurance executive must be 

a man who senses trusteeship. He 
must so handle this trust fund that the 
money due the depositors, may be 
available either now or any time with- 
in a period of 75 years. The liability 
of any life insurance contract may 
stretch out at least to this period of 
time. He must be a man who under- 
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stands actuarial liability and the 
amount of reserve which must be as- 
signed to meet them. 

Speculators such as Tooms of Chi- 
cago, or the more conservative stock 
brokers, such as the Caldwells of 
Tennessee, or the financial giants 
connected with such institutions as 
the Bank of Italy, can hardly be ex- 
pected to keenly sense such responsi- 
bilities and understand the financial 
problems to a degree that such respon- 
sibilities are felt and such problems 
understood by the trained executive 
who has worked for years in building 
up an insurance company. 


If the officers of a life insurance 
company become simply’ the em- 
ployees of the directors of some other 
financial iristitution with no power to 
really determine where their deposits 
will be made, or what bonds they will 
buy or refuse to buy, or the nature 
of the investments they are supposed 
to acquire, then in order for the com- 
missioners to understand the degree 
of soundness of such a company, they 
would also have to know the sound- 
ness of some other financial institu- 
tion controlling the stock, and also 
the character and judgment of the 
men manipulating them. 

Some ruling should be promulgated 
that would set forth that whenever 
it is found that the capital stock of 
an insurance company is controlled 
by the president or directors of some 
other financial institution, that it 
would be considered sufficient cause 
for refusing to renew the license of 
such a company. Or some uniform 
legislation might be proposed that 
would give the insurance commis- 
sioner discretionary power to either 
cancel or refuse to renew the license 
of a company where the control of 
its affairs has really gone out of the 
hands of its president and directors. 


Oru 


LAW or ruling of this kind, if 
A put into effect before there are 
any further movements looking to- 
ward such control, would not injure 
investors, because they would not un- 
dertake to buy the stock of a com- 
pany that might be put out of busi- 
ness as the result of their purchase. 
It would act as a protection to those 
who have been responsible for the 
building of companies and who desire 
to retain their control. 


There are, of course, other regula- 
tory measures which might more fit- 
tingly be first discussed before groups 
as suggested above, and there would 
be no purpose in further continuing 
this discussion by proposing rulings 
which have had only individual and 
very superficial consideration. 
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After the Crops Are In, Or Better Still Beforehand, the Farmer Should Check Up On His Insurance Needs 


The Insurance Needs of Agriculture 


E mp hasizin 


That As Yet Few Farmers Realize How Many Different 


Kinds of Risks They Are Exposed to in Their Occupation 


AN’S business activities in- 
M volve numerous economic 

risks. Agriculture is no ex- 
ception to this rule, but instead, a 
rather striking example. 


Permit me to remind you of some 
of the economic risks that confront 
the farmer. His buildings, his ma- 
chinery and equipment, his livestock, 
and his household goods and supplies, 
are all subject to damage or destruc- 
tion by fire, lightning, and wind- 
storm. The use by the farmer of 
automobiles, trucks, and _ various 
kinds of farm machinery, as well as 
the necessary care and control of his 
farm animals, gives rise to numerous 
possibilities of loss in the form of 
accidental injury or damage to the 
person or property of the farmer 
himself, or to the person, property, 
or interest of others. The livestock 
on the farm is subject to loss not 
only from fire and windstorm, but 
even more frequently from disease or 
accident. Growing crops may be in- 
jured or destroyed by a variety of 
climatic phenomena, such as frost or 
freeze, hail, drought, hot winds, ex- 
cessive rainfall, and destructive 
storms. In addition to all these cli- 


matic hazards there are plant dis- 
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“ases and insect and animal pests 
that attack farm crops and that tem- 
porarily, at least, mays prove beyond 
control. 

Many of the risks or causes of loss 
in agriculture can be reduced in im- 
portance by individual foresight and 
precaution. The danger of fire to 
farm buildings, as well as to urban 
residences and business property, can 
be greatly lessened by the exercise of 
proper prudence in their construction 
and maintenance, as well as by the 
avoidance of carelessness with fire on 
the part of those who occupy or use 
the buildings. Diseases or accidents 
to livestock and damages or injuries 
from livestock or from machinery 
and equipment can, to a substantial 
extent, be lessened or avoided by rea- 
sonable care and precaution. The 
risks or hazards involved in crop 
production are materially reduced by 
scientific tillage of the soil, by wise 
selection of kinds and varieties of 
crops which are adapted to the local 


climatic and soil conditions, and by 
vigilance against plant diseases, in- 
sects, and other destructive biological 
agencies. A reasonable diversification 
in the crops planted substantially re- 
duces the likelihood that the farmer’s 
entire acreage will prove a failure by 
reason of a single adverse climatic or 
other occurrence. 

Experience fully demonstrates, 
however, that while sane care and 
forethought will greatly lessen the 
degree of many of the risks in agri- 
culture, it will never fully eliminate 
these risks. In fact it may as well be 
admitted that, beyond a certain point, 
the additional safety from special 
care, as a rule, is not sufficiently 
great to justify the effort and sacri- 
fice involved. To substantiate this 
statement a somewhat crude illustra- 
tion may be used. The danger of 
losing one’s home by fire could, no 
doubt, be reduced to rather negligible 
proportions by refraining from the 
use of fire or light in any form and 
at the same time installing an elabo- 
rate system of lightning protection. 
In most parts of the country it would 
be conceivably possible for a family 
to exist under these extreme precau- 
tionary measures, but the house 











could hardly be called a home. Proper 
care in the installation and use of 
light and heat and standard lightning 
protection, is all that can sanely and 
wisely be applied in reducing these 
specific dangers. Most of the other 
risks carried by farmers would re- 
quire, for their relatively complete 
elimination, measures as absurd and 
impracticable as the one cited with 
reference to fire. The individual 
farmer can, and should, reduce his 
risks as far as practicable, but it is 
impracticable for him completely to 
eliminate them. 


The modern method of dealing 
with risks and hazards that can not 
be eliminated, by reasonable and 
practical individual effort and fore- 
thought, is the plan or scheme we 
call insurance. Insurance protection 
against most of these risks, however, 
should be a supplement to, and not a 
substitute for, more direct and prac- 
tical precautionary measures. 


An important event in the pro- 
motion of the modern insurance plan 
occurred in 1601. In that year there 
was enacted by the British Parlia- 
ment the first English marine insur- 
ance statute. The preamble to this 
statute recited in part that the pur- 
pose was to bring about an institu- 
tion or condition of affairs under 
which “it shall come to pass that the 
loss” (referring of course to a ma- 
rine loss) “‘lighteth lightly upon many 
rather than heavily upon few.” To 
bring about such a condition of affairs 
is still the purpose not only of marine 
insurance but of all other forms of 
insurance. By means of this arrange- 
ment or plan, losses are, in effect, dis- 
tributed over a group of individuals 
so large that the burden resulting 
from any given loss to an individual 
becomes relatively small. The col- 
lective burden from losses occurring 
to individual members of the group 
of insured may be far from negligible 
but it rests on all these individuals 
with relatively constant weight or 
cost, and can be anticipated and pro- 
vided for by each member of the 
group. It is unnecessary here to go 
into a detailed explanation of insur- 
ance. 

If you agree with what has already 
been said about risks in agriculture, 
you will almost necessarily also agree 
that the insurance needs of agricul- 
ture are rather exceptionally numer- 
ous and varied. In fact, nearly all 
the more common forms of insurance 
protection are needed by the farmers 
quite as much as by those exclusively 
engaged in commerce and industry. 
Fire insurance and windstorm insur- 
ance on buildings and contents ; auto- 
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mobile insurance in its prevailing 
forms of fire, theft, collision, prop- 
erty damage, and public liability ; life 
and accident-and-health insurance, 
all are needed by farmers about as 
much as they are by city men. Some- 
what less generally, but. nevertheless 
frequently, employer’s liability insur- 
ance represents a real farm need. This 
is true regardless of whether the 
farmer is exempted from the work- 
men’s compensation laws of his State. 


Certain of these forms of insurance 
are more urgently needed on the farm 
than elsewhere. This is true of wind- 
storm insurance because of the light 
construction that generally character- 
izes farm buildings. Similarly, it may 
be said that accident insurance is 
needed by farmers more than by the 
average city worker. No one can 
handle the variety of machinery and 
animals found on the modern farm 
without numerous possibilities of ac- 
cident. Farming is admittedly safer 
than aviation, mining, logging, and 
certain types of construction and fac- 
tory work, but it is decidedly more 





Running a Summer Resort in Connection 
with a Farm Adds to Hazards as 
Well as to Income 


hazardous than general mercantile, 
office, and professional work. 


In addition to all the forms of in- 
surance just enumerated, and that the 
farmer needs more or less in com- 
mon with the city man, there are yet 
other insurance needs that are peculiar 
to agriculture. In order to be fully 
or even well insured, according to 
the standards of conservative men in 
industry and commerce, the farmer 
further needs livestock insurance on 
his farm animals, and even more does 
he need a form of comprehensive or 
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“all-risk”’ insurance protection on his 
growing crops. 


Farmers Generally Lack Adequate 
Insurance Protection. 


NSURANCE protection at pres- 

ent carried by the farmers falls 
far short of meeting their needs for 
such protection. In other words, 
farmers as a class are distressingly 
underinsured. Individual farmers 
may be fully insured, or even over- 
insured against fire, windstorm, and 
perhaps certain other specific con- 
tingencies, but few indeed are cov- 
ered against all uncontrollable hazards 
that may bring serious economic loss. 


In the East, the Middle West and 
the Far West, fire insurance on farm 
buildings, and other property subject 
to loss by fire, is the general rule, and 
windstorm insurance is_ relatively 
common. But in the South and more 
particularly in what is commonly 
known as the Cotton States even these 
forms of insurance protection on the 
farm are more nearly the exception 
than the rule. No complete or even 
very comprehensive figures are avail- 
able, but such information as is at 
hand, based largely upon local sur- 
veys in selected sections considered 
typical of larger areas, indicates that 
only about 40 per cent of the white 
owner-farmers in the Eastern Cot- 
ton States, have fire insurance and 
a yet smaller percentage in this class 
carry windstorm insurance. Among 
the tenants in these States only a 
scattered few have property insur- 
ance of any kind. The Insurance 
Commissioner of Texas a few years 
ago gave it as his opinion that about 
25 per cent of the farmers in that 
State earried fire insurance. For the 
country as a whole, it seems probable 
that three-fourths, or possibly four- 
fifths of the farmers, are insured 
against fire, and a half to two-thirds 
of them, also against windstorm. 


The number of farmers who carry 
some kind of automobile insurance is 
increasing rather rapidly and may ap- 
proximate one-half of the total num- 
ber of owners. But too often the 
automobile insurance carried by farm- 
ers covers loss by fire only, or by 
fire and theft, leaving the owner un- 
protected against collision damage to 
his own car, or property damage to 
the cars of others, and most serious 
of all, unprotected against liability for 
personal injuries to others. The ma- 
jority of farmers who own motor ve- 
hicles still continue literally to risk 
the savings of a life-time on the 
doubtful bet that no serious personal 





Farms Adjacent 


accident will result to others from the 
operation of their cars or trucks. 
Only a scattered few of the farmers 
who employ help carry any form of 
employers’ liability insurance. 

The life and accident-and-health 
insurance carried by farmers is also 
sadly inadequate. A few fragmentary 
sample data give some indication of 
the facts in so far as life insurance 
is concerned. 

In certain credit and insurance sur- 
veys of a few years ago in the South- 
eastern States, already referred to in 
connection with fire insurance, it was 
found that about 25 per cent of the 
farmers carried life insurance, the 
average amount for those who did 
have such insurance being $1,500. In 
a relatively recent survey by the Uni- 
versity of Minnesota, covering the ex- 
penditures of 357 farm families in 
seven counties, it was found that 53 
per cent of the families had some life 
insurance, the average annual invest- 
ment in such insurance per family be- 
ing $38. In a somewhat similar De- 
partment of Agriculture survey of 
family expenditures in Ohio, cover- 
ing 300 farm families in Vinton, 
Jackson, and Meigs counties, it was 
found that the average annual amount 
paid for life insurance was only $13. 
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to Localities Subject to Forest Fires Need Special Protection 


In another and more comprehensive 
survey, or rather series of surveys, 
covering 2,886 farm families in se- 
lected localities in 11 States, it was 
found that only 45 per cent of these 
families had any form of life or health 


insurance. The average annual ex- 
penditure for such insurance was 


found to be $41 per family. Of the 
11 States represented, four were in 
New England, three in the South, and 
four in the Middle West. 

The most recent family income- 
and-expenditure study that has come 
to attention was made by the Uni- 
versity of Wisconsin during the sum- 
mer of 1930. This study covered 360 
families in Portage, Langland, and 
Sawyer counties, Wisconsin. The 
average annual expenditures of these 
families for life and health insurance, 
“primarily life insurance,’ was $29. 
The percentage of the families sur- 
veyed who contributed to this average 
expenditure is not given in the report. 

These fragmentary data, while af- 
fording no satisfactory basis for an 
estimate of the actual life and other 
personal insurance carried by farm- 
ers, nevertheless suggest that of these 
forms of protection, somewhat less 
than half of the farmers have any; 
and those who have it, carry much 
less than the average for the heads of 


families in the United States as a 
whole. 

In fact, with the total volume of 
outstanding life insurance in the 
country equal to about $1,000 for 
every man, woman, and child includ- 
ing those on the farm, it is perhaps 
safe to say that the life insurance per 
farm family does not exceed the 
amount per capita for the non-farm 
population. Although upwards of 
half of the farmers apparently have 
some life insurance, the percentage of 
those who have any form of accident 
or health insurance will probably fall 
well below 5 per cent. 

The number of farmers who carry 
insurance on their farm animals, 
other than fire and windstorm insur- 
ance, represents an almost negligible 
percentage. The amount of livestock 
insurance outstanding in the United 
States and covering among other 
hazards, loss from disease or acci- 
dent, that is, livestock insurance in 
the generally accepted meaning of the 
term, is sufficient to cover only a frac- 
tion of 1 per cent of the value of all 
farm animals. The entire insurance 
activity in this field is, at present, 
practically limited to a single capital- 
stock company of modest size, and a 
score of relatively local mutual com- 











panies, nearly half of which are in 
Southeastern Pennsylvania. 


The reason for this very limited 
amount of livestock insurance in the 
United States, which is in marked 
contrast to the situation in most of 
the European countries, appears to 
be twofold. Everywhere this form 
of insurance involves peculiarly seri- 
ous problems in eliminating what is 
usually known as the moral hazard, 
‘ which in this case means the possi- 
bility of serious negligence in safe- 
guarding the health and vitality of 
insured animals, as well as the possi- 
bility of wilful fraud in the claims 
for insurance indemnity. Unless con- 
siderable care is exercised in the ac- 
ceptance of risks and in scrutinizing 
developments while the insurance is 
in force, losses are quite certain to be 
heavy. In other words, the insurance 
company must assume relatively 
heavy expense to cover precaution- 
ary measures or be prepared to meet 
unduly heavy loss indemnities. In 
either case, this calls for a high rate 
of premium relative to the normal 
mortality of farm animals. In gen- 
eral, only small and local mutual com- 
panies with efficient but meagerly 
compensated management have suc- 
ceded for any length of time in avoid- 
ing the necessity for heavy premium 
charges. 


HE second reason for the very 
limited developments of livestock 
insurance in the United States as 
compared with the development of 
other forms of agricultural insurance, 
and as compared with the livestock 
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insurance situation in Europe, is no 
doubt the fact that American farm 
units are on the average relatively 
large. With a number of animals of 
each class on the farm, the owner can 
himself bear the loss of an individual 
animal with less serious consequences 
than in cases in which a single animal 
constitutes an important fraction if 
not the whole of its kind on the farm. 
In the case of buildings, on the other 
hand, the American farmer, like his 
European brother, as a rule has only 
one of each kind, and this he needs 
to have promptly replaced in case of 
loss. Nevertheless, since a substan- 
tial percentage of our farms and par- 
ticularly our tenant farms in the 
South are small, and since losses are 
by no means always limited to single 
animals, the American farmer as well 
as the farmers elsewhere can not be 
said, as a rule, to be adequately in- 
sured according to high standards of 
economic safety without livestock in- 
surance. 

A considerably more pressing in- 
surance need than that for livestock 
insurance is the need for insurance 
against heavy.damage or destruction 
of growing crops. The only form of 
crop insurance hitherto generally 
available to the farmer is insurance 
against loss or damage by hail. The 
hail hazard is admittedly a serious 
one in most parts of the United 
States. Every year literally thousands 
of farmers suffer heavy and often 
total loss of their crops from this 
cause. The farmers in the United 
States spend annually about $25,000,- 
000 for hail insurance. Such insur- 
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ance in force in recent years has been 
sufficient to protect, to a reasonable 
percentage of the prospective crop 
values, something like 8 or 10 per cent 
of the total crop acreage in the coun- 
try. 

Hail, however, is only one of a 
considerable number of hazards that 
bring about failure or destruction of 
crops. Adequate insurance protec- 
tion for the crop producer calls for a 
comprehensive crop policy that pro- 
tects against heavy loss from any and 
all causes clearly beyond the control 
of the farmer. 

Crop insurance like livestock in- 
surance involves many difficult prob- 
lems. In the case of crop insurance, 
the moral hazard again assumes 
rather unusual proportions and, in 
addition to this hazard, such insur- 
ance involves the possibility that, in 
exceptional years, losses will be gen- 
eral over wide areas. The latter is 
particularly true with any form of 
crop insurance covering such hazards 
as drought, freeze, and ravages by 
insects. These calamities rarely af- 
fect a few farmers only, but occasion 
losses over wide extents of territory. 
If the crop insurance is written on an 
income basis, and therefore covers 
price as well as yield, it becomes well 
nigh impossible for the insurance 
company to obtain a spread of risks 
that will obviate the possibility of 
discouraging loss-experiences in cer- 
tain years. 


The reason for the farmers’ gen- 
eral lack of adequate insurance pro- 





The Advent of Airplanes Has Brought a New Danger for Farmers to Guard Against 
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tection may be said to be threefold: 
(1) a disregard, on the part of many 
farmers, of the need for insurance 
protection and an unwarranted com- 
placency toward the personal assump- 
tion of serious risks; (2) a lack of 
income sufficient to permit the pur- 
chase of adequate protection ; and (3) 
a lack of insurance facilities that 
make protection available at a cost 
commensurate with the risk to the 
honest and efficient farmer. These 
three reasons apply in varying de- 
grees to different groups of farmers 
and to different forms of insurance 
protection, 

The first of these reasons for the 
farmer's general lack of insurance 
protection—the disregard of the need 
for such protection—is clearly open 
to challenge, and it is my personal 
view that it has been frequently ex- 
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aggerated. In any case, the reluct- 
ance to buy many of the forms of 
needed protection, even when the in- 
come is ample and the cost is reason- 
able, is not limited to farmers. Most 
of the outstanding insurance in the 
city as well as on the farm has been 
actively sold rather than sought and 
purchased. 

for the farm- 
er’s lack of adequate insurance pro- 
tection—want of purchasing power 

is so obvious, particularly at the pres- 


The second reason 
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ent time, as to make it unnecessary to 
elaborate upon it here. This second 
reason, however, ties up quite closely 
with the third reason—the lack of 
suitable and efficient insurance facili- 
ties, for certain parts of the country 
in the case of some forms of protec- 
tion, and for all parts in the case of 
other forms. 


Existing Agricultural Insurance 
Facilities. 

I NSOFAR as fire insurance is con- 

cerned, fully one-half of the farm- 
ers have provided themselves with 
their own insurance facilities, in the 
form of farmers’ mutual insurance 
companies. Such companies repre- 
sent one of the oldest forms of agri- 
cultural cooperation in the United 
States, and certainly the most wide- 
spread form of such cooperation. All 





told, there are nearly 2,000 such com- 
panies, the oldest of which are well 
past the century mark. The present 
volume of risk carried by them ap- 
proximates $10,800,000,000 and _ in- 
sures, to about three-fourths of its 
value, approximately 55 per cent of 
all farm property insurable against 
fire. Upwards of $3,000,000,000 of 
farm fire insurance is carried in cap- 
ital stock fire insurance companies, 
and perhaps half that amount in gen- 
eral mutuals doing a mixed urban and 
farm business. The total value of 





farm property insurable against fire, 
based on the 1925 special agricultural 
census, may be estimated at $23,100,- 
000,000. 


Except in the ten cotton states, 
where farmers’ mutual companies are 
either few or are entirely absent, and 
where commercial insurance rates on 
farm property are decidedly high, 
such property subject to loss by fire 
is quite generally insured. In the 
cotton states, however, as already in- 
dicated, the large majority of farm- 
ers still carry their own individual 
fire risks without insurance protec- 
tion. The average cost of fire insur- 
ance in the farmers’ mutuals is 26 or 
27 cents per $100 per year. Consid- 
ered by States, this average cost varies 
from less than 20 cents for some of 
the States in the Middle West to 60 
or 70 cents for some of the Southern 
States. The cost of fire insurance at 
commercial rates varies even more 
widely for the different parts of the 
country, the lowest being well below 
50 cents per $100 per year for some 
of the Mid-West States, and the high- 
est reaching $2.00 per $100 per year 
for some of the Southern States. 
Even with the higher cost of farmers’ 
mutual insurance in the South, there- 
fore, the saving as compared with the 
cost of fire insurance in stock com- 
panies, is materially larger in the 
South than in other parts of the coun- 
try. With proper leadership the pos- 
sibility of the profitable extension of 
cooperation in agricultural insurance 
is peculiarly great in the South. 


The situation in respect to wind- 
storm insurance is similar in many 
ways to that just outlined with refer- 
ence to fire insurance. In the North 
such insurance on a mutual or coop- 
erative plan has been rather highly 
developed, through district or State- 
wide mutuals with which the more 
local fire insurance mutuals generally 
cooperate. About 50 such windstorm 
mutuals are in operation. In a score 
of the Northern States and in two or 
three Southern States, the fire insur- 
ance mutuals have developed a cer- 
tain degree of inter-company cooper- 
ation through State associations 
which provide annual conferences for 
mutual insurance officers within the 
State. In a number of the States 
having such associations, the annual 
meeting of the State-wide windstorm 
insurance company is held in con- 
junction with these State confer- 
ences. 

About 15 per cent of the farmers’ 
mutuals generally thought of as fire 
insurance companies write so-called 
combined protection, covering wind- 

(Continued on Page 30) 
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~ Right of Mutuals to Issue Policy of Non- 
Assessable Type Well Supported by Law 


“THE question of the right of mu- 

tual companies to issue non- 
assessable policies is often much dis- 
cussed, but this privilege, unless pro- 
hibited by statutory provisions, is 
well defined in law and supported by 
many decided cases as witness the 
f¢ lowing : 

The U.S. Supreme Court in Union 
Insurance Company vs. Hoge, 21 
Howard (U.S.) 35 (1859) (Appeal 
from U. S. Cir. N. D. New York) 
held that a mutual insurance company 
could issue a policy for cash without 
contingent liability even in the absence 
of a statute authorizing cash policies. 
In this case the plaintiff company was 
incorporated under the Act of 1849, 
Section 4 of which provides in sub- 
stance that the company shall not 
commence business until agreements 
shall have been entered into for in- 
surance, the premiums on which shall 
amount to $100,000 and notes have 
been received in advance for the pre- 
miums on such risks. The charter of 
the company provided that any person 
applying for insurance might pay a 
definite sum of money in full for said 
insurance and in lieu of a premium 
note. A loss occurred and this action 
was brought upon a policy, the pre- 
mium upon which had been paid in 
cash. The company denied liability on 
the ground that the receiving of a 
definite sum of money in lieu of a 
premium note for the insurance was 
not warranted by the Act of 1849. 

In this case the Supreme Court of 
the United States, by Justice Nelson 
(p. 64) said: 

“Tt has been argued, that inas- 
much as the defendants have been 
organized upon the principle of a 
mutual insurance company, its busi- 
ness must be conducted, as respects 
the premiums to be received, ac- 
cording to the plan of mutual com- 
panies previously chartered in the 
State of New York. If the previous 
companies were required by their 
charters to receive premium notes 
and not cash, then this requirement 
distinguishes them from the one 
before us. If their charters con- 
tain no such provision, then they 
are left like the present one, to regu- 
late the mode of payment at dis- 
cretion. ... 

“The General Act prescribed the 
outlines of. the system, and all the 
conditions and guards that were 
deemed essential to the security of 


persons applying for insurance, 
leaving the details and interior 


regulations to be arranged and de- 
termined by the company in their 
charter . . . in the absence of any 
prescribed mode of payment of 
premiums, the power to prescribe 
it by the company is necessarily 
implied... .” 


>So 

N Beaver State Insurance Asso- 

ciation v. Smith, 97 Ore. 579, 
(1920), an attempt was made by the 
receiver of the insurance company to 
collect an assessment from defendant 
on a fire policy on which the premium 
had been paid in cash in advance. 
The insurance company was organ- 
ized under the General Laws of Ore- 
gon. There was no provision in the 
policy, by-laws, or statute, author- 
izing the levy of an assessment upon 
a policyholder for the purpose of 
meeting losses. The Supreme Court 
of Oregon held (p. 585) that: 

“The liability to pay an assess- 
ment is a matter of contract. . 
Only members who have assumed 
a contract obligation to pay assess- 
ments are liable therefor. A mem- 
ber in order to become liable for 
assessments must contract to pay 
the same or assent to some plan or 
provision for levying assessments 
required by the by-laws or consti- 
tution of the mutual association or 
by the statute authorizing the or- 
ganization of the company. 3 Joyce 
on Ins. 2nd Ed. par. 1251, 1253. 
Members insured exclusively on the 
cash premium plan, and who have 
paid their premium in cash as de- 
fendant has done, are not liable to 
an assessment for the purpose of 
paying losses and expenses.” 

The highest court in New York, in 
the case of Mygatt v. New York Pro- 
tection Insurance Company, 21 N. Y. 
52 (Ct. of Ap. 1869) held that a mu- 
tual company may issue policies for a 
cash premium without contingent lia- 
bility. The action was brought by the 
holder of a policy on which the pre- 
mium has been paid in cash. The 
company contended that it had no 
right to issue non-assessable policies. 
The company was organized under 
the same statute (N. Y. Gen. Act of 
1849) as the Union Insurance Com- 
pany above and their charters were 
identical. 

The Court said in part: 

“These provisions confer upon 
the companies organized under the 
Act a broad and unrestricted power 
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to prescribe for themselves the 
manner in which they will conduct 
the business of insurance... . Un- 
less the defendants can find some- 
thing in that act which prohibits 
companies organized as mutual 
companies from receiving premi- 
ums in cash, they cannot maintain 
that defense.” 


In further discussing the argument 
that mutual companies cannot issue 
non-assessable cash policies, the court 
continues : 


“What reason can there be, after 
the companies are once formed 
with such a preliminary fund, pro- 
nounced adequate by the legisla- 
ture, why a mutual company should 
not, as well as a joint stock com- 
pany, if it so chooses to incur the 
risk, issue cash policies. The 
question of receiving cash premi- 
ums in full for policies, after a 
company has once obtained a suffi- 
cient capital to justify it in com- 
mencing business, is a question for 
the consideration, not of the legis- 
lature or the public, but of the 
corporation themselves. The 
premiums received if graduated 
upon just and proper principles, 
will strengthen one of the compa- 
nies to precisely the same extent 
as the other and will afford the 
same additional guaranty to parties 
for the payment of losses.” 


Y 


ff. Given v. Rettew, 29 Atl. 703; 
162 Pa. 638 (1894) an attempt 
was made to collect an assessment 
upon a policy based on a specified 
cash premium which had been paid 
in full. No provision was made in 
the contract for assessment liability 
and the Supreme Court of Pennsyl- 
vania held that the cash policyholder 
was not subject to assessment al- 
though a by-law .provided that a cash 
policyholder should be a member and 
liable for his proportionate share of 
the losses and expenses. The Su- 
preme Court affirmed the judgment 
on fhe opinion of the court below 
which is quoted as follows (162 Pa. 
at 640): 


“Tf the defendant is liable his lia- 
bility must rest upon the ground 
that he became subject to assess- 
ment merely by joining the com- 
pany and in spite of the silence of 
his policy on the subject. We do 
do not think this ground can be suc- 
cessfully maintained. It is true that 
each person insured in a mutual 
company becomes a member by fact 
of insurance (Susquehanna Ins. 
Co. v. Perrine, 7 W. & S. 348) ; but 
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it is not true that every member is 
liable to assessment. Those who 
are insured upon the cash plan have 
already made their full contribution 
to the common fund, and cannot be 
further burdened. Schimpf v. Le- 

high Valley Ins. Co., 86 Pa. 373; 

Lycoming Ins. Co., v. Common- 

wealth, 10 W. N. 230.” 

In Swing v. Humbrid, 94 Minn. 1 
(1904), the Union Mutual Fire In- 
surance Company in Cincinnati, Ohio, 
was authorized by the statute of Ohio 
and the by-laws of the company to 
issue policies on the premium note 
plan and on the cash deposit plan 
without assessment liability. The 
company became insolvent, and an at- 
tempt was made by the trustee to col- 
lect an assessment against defendants 
who were policyholders on the cash 
deposit plan. The Supreme Court of 
Minnesota held: 

“They are not liable to assess- 
ment for the losses, for they paid 
and deposited in advance their full 
contribution therefor.” 

In Davis v. Pareher, 82 Wis. 
468; 52 N. W. 771 (1892), the 
court states: 

“Neither do we think that the 
clause in the articles of association 
which permits the insured to pay 
his whole insurance in money in the 
first instance, and relieves him from 
further liability as a member of the 
company, is contrary to the princi- 
ples of mutual insurance. It is the 
equivalent of an assessment to the 
full amount of the premium note at 
its inception, had a note been given. 
It surely cannot alter the principle 
that the insured, instead of deposit- 
ing his note with the company, pays 
into its treasury the amount for 
which the note would otherwise 
have been given. Authorities are 
not wanting to the proposition that 
such payment in cash is entirely 
consistent with the principles of 
mutual insurance. The cases cited 
by counsel for some of the defend- 
ants support this proposition. They 
are Mygatt v. Insurance Co., 21 
N. Y. 52; Ohio Mutual Ins. Co. v. 
Marietta Woolen Co., 3 Ohio St. 
348; Insurance Co. v. Hoge, 21 
How. 35. 


—<—~_S 
oon 


HE latest case found in which 

this issue was raised was decided 
in 1928 by the Supreme Court of 
Oregon in Johnson v. School Dist. 
No. 1, Multnomah County, 128 Ore. 
9; 270 Pac. 764. This was a so-called 
taxpayer’s suit to cancel certain poli- 
cies of insurance issued by the North- 
western Mutual Fire Association of 
Seattle, Washington, on certain school 
property and the precise question pre- 
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sented was whether a mutual fire in- 
surance company could, under the 
Constitution and statute of the state, 
issue a non-assessable policy to a 
school district and the Court upheld 
the validity of the insurance in the 
following language. 


“As we construe the above sec- 
tion, a mutual insurance company 
is authorized to issue non-assessa- 
ble policies only so long as it has 
assets of not less than $200,000 
and net surplus of not less than 
$100,000. In other words, the 
authority to issue such policies con- 
tinues until the company is unable 
to maintain the financial standard 
fixed by the statute. We are un- 
able to agree with Counsel for 
respondent, although we appreciate 
that the statute is susceptible of 
two constructions, that liability to 
assessment would result in the 
event that the net surplus was less 
than $100,000. If the latter con- 
struction be correct, then a cash 
premium policy is a mere mis- 
nomer. The policy of plaintiff's 
contention is shown in that, if his 
theory be correct, a policyholder 
would be subjected to an assess- 
ment although the company might 
have a cash surplus of $99,000. 
There can be no surplus if the lia- 
bilities exceed the assets. 

“We conclude that the statute 
authorizes the issuance of non- 
assessable policies and since lia- 
bility to assessment ceases on pay- 
ment of the cash premium, there is 
no violation of the letter or spirit 
of article 11, section 9, of the 
Constitution.” 


LOSS 


Index Key to Massachu- 
setts Insurance Reports 
HE Texts of the Annual Reports 


of the Massachusetts Insurance 
Commissioners covering a period of 
seventy-five years are full of interest- 
ing material of valuable help not only 
for anyone seeking information from 
the reports but in promoting a real- 
ization of the wealth of knowledge 
therein relating to the big things that 
have happened in Massachusetts, and 
elsewhere, insurancewise. In 1923 by 
order of the Commonwealth, the re- 
ports were reduced in size and con- 
tents, and the texts practically discon- 
tinued. An Index-Key to the Texts 
beginning with the Reports of 1855 
has been compiled by Miss Harriet 
Otis Boone which will also contain 
short chapters on the high-spots in the 
developments of insurance in the Bay 
State and will be published later in 





September. Miss Boone was form- 
erly connected with the Massachusetts 
Insurance Department for several 
years. A Supplement to the Index- 
Key contains references to Supreme 
Court Decisions and Opinions of the 
Massachusetts Attorneys General 
given in whole or in part in the Re- 
ports and also references to subject 
of outstanding importance listed in 
the Index-Key but brought together 
under general subjects for conveni- 
ence. The Index-Key is alphabeti- 
cally arranged with topical sub-divi- 
sions. The volume will comprise 
about one hundred and sixty (160) 
pages and will be bound in cloth cor- 
responding to the Annual Reports 
and of the same cover size. 


A Foreword by Frank H. Hardi- 
son, former insurance commissioner 
of Massachusetts; a Preface by Ar- 
thur E. Linnell, present First Deputy 
Commissioner of Insurance; the 
Chapters on some of the “high-spots” 
in fire insurance, in life insurance, 
in the Massachusetts statutes; a list 
of existing Massachusetts agencies 
perpetuating the name for fifty years 
or more; a picture of the “Arith- 
meter” invented by Elizur Wright 
and a detailed description of its oper- 
ation written by Gardner Knight, as- 
sistant actuary of the Massachusetts 
Insurance Department in collabora- 
tion with Herbert B. Dow, actuary of 
the New England Life; also a pic- 
ture of Boston’s “Insurance Ex- 
change, 1870-1880” (the Old State 
House showing signs thereon of in- 
surance companies and agencies) add 
unusual interest to the book. It is the 
first guide to be published to the dis- 
cussions of the Massachusetts Insur- 
ance Commissioners and as a refer- 
ence book prepared as a time and 
labor saver should find a large field 
for its use. In the historical reviews 
there are interesting allusions to exist- 
ing insurance companies and organ- 
izations of Massachusetts and else- 
where and in this connection the texts 
reflect not only the attitude toward 
insurance in the periods of which the 
commissioners wrote but proclaim 
the advance of future reforms as 
well. 

The Texts of the Reports from 
1858-1866 were written by Elizur 
Wright, who with George W. Sar- 
gent, succeeded the First Board of 
Insurance Commissioners, hence the 
Index-Key has many references to 
subjects connected with his activities. 

The price of the book will be $3.00 
per copy; unbound stitched copies 
for purchasers desiring to use their 
own covers, will, be sold in lots at 
reduced rates. H. O. Boone, Box 86, 
Allston, Mass., is the publisher. 














Fire Prevention 
Week 


plate Insurance, which was 
a pioneer in fire prevention 
activities, will be especially interested 
in Fire Prevention Week, running 
from October 4th to October 10th. 
Among the many statements which 
have been made concerning this or- 
ganized campaign to decrease fire 
losses, one of the most apt is the fol- 
lowing adapted from “The Central- 
izer,’ the house organ of the Central 
Manufacturers Mutual Insurance 
Company of Van Wert, Ohio. 

In October, people throughout the 
United States will observe FIRE PREVEN- 
TION WEEK. Mutual companies and repre- 
sentatives should start now planning to 
take an active part in this noteworthy 
program. If your city or your community 
is not going to observe this week, make it 
a point to interest the leaders to do so. 
The United States Chamber of Commerce 
is lending its full support and will co- 
operate with your own Chamber and other 
organizations in bringing FIRE PREVENTION 
before the public. 

FIRE PREVENTION WEEK, which is being 
observed more widely every year, has to 
a great extent roused in citizens of the 
United States a realization of the neces- 
sity of exercising greater care in the pre- 
vention of fires. 

Mutual Insurance can benefit greatly by 
putting every effort toward this move- 
ment. This will strengthen its ppsition in 
the community, it will bring before the 
public the need for carefulness and at the 
same time it can be used as a strong talk- 
ing point in selling Mutual Policies. 

Start now to plan a program for FIRE 
PREVENTION WEEK—see that your com- 
munity is made FIRE CONSCIOUS. 


Sigg 


Good Outlook For Fall 
Reported For Casualty 
Group 


HE regular meeting of the Board 

of Governors of the National As- 
sociation of Mutual Casualty Com- 
panies met on September 3rd at the 
Edgewater Beach to discuss the fall 
outlook for insurance in general. 


Among those present were James 
S. Kemper, President of the Lumber- 
mens Mutual, Chicago; P. W. A. 
Fitzsimmons of the Michigan Mutual 
of Detroit; S. S. Brewer, General 
Manager of the Interboro Mutual of 
New York; and Chas. E. Hodges, Jr., 
Vice President of the American Mu- 
tual Liability Insurance Company of 
Soston. 


Roy A. Wheeler, Vice President 
and Actuary of the Liberty Mutual of 
Boston, when interviewed on the 
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said: 


outlook for insurance, 


“Insurance company results for 1931 will 
much more fully reflect depressed busi- 
ness conditions than did the results of 1930. 
Any upturn in business that may develop 
this year will not be materially reflected 
in this year’s figures. However, there are 
indications of a return to more sound un- 
derwriting practices and to more healthful 
competitive conditions. If the insurance 
companies complete the job of setting their 
houses in order, the groundwork will have 
been laid for a period of sound progress. 
Mutual insurance is passing through this 
testing period reasonably well. Conserva- 
tive underwriting methods with emphasis 
on loss prevention and economy in man- 
agement have continued to make large 
savings to policyholders and savings now 
have a greater appeal to buyers of insur- 
ance than ever before.” 


The Governors were entertained at 
luncheon in the private dining room 
of the Lumbermens Mutual as the 
guests of Mr. Kemper. Col. E. E. 
Hooper, veteran Secretary of the 
Lumbermens, responded to a toast in 
honor of his 80th birthday. 


Court Decisions 
Negligence 


RarLroaps. DreatH AcTION, EXCESSIVE 
Verpicr. (N. Y.) Motion was made to 
set aside the jury verdict of $125,000 upon 
the ground that the defendant was not 
guilty of negligence, that the deceased was 
guilty of contributory and that the verdict 
was excessive. The deceased at the time 
of his death was a country doctor, thirty- 
four years of age, and left him surviving 
a wife, thirty-three years of age, and a 
child, two and one-half years of age. His 
expectancy of life was 32.50 years. His 
widow testified that his income for the year 
1926 was $6,000; for the year 1927, $7,000; 
and from January Ist, 1928, until his death, 
which occurred on November 12th, 1928, 
$17,000. The plaintiff did not produce any 
records showing the earnings of the de- 
ceased. Held that the verdict is excessive 
and will be set aside and a new trial or- 
dered unless within fifteen days the plain- 
tiff stipulates to reduce the verdict to 
$85,000. Defendant’s negligence and the 
deceased’s contributory negligence were 
questions of fact, and this court will not 
disturb the jury’s finding. Leiby, Admnst-. 
v. Pennsylvania Railroad Co. U. S. Dist. 
Ct. Eastern Dist. of N. Y. Decided July 
28, 1931. Requisition No. C. C. H. 49403. 


Moror VEHICLE. Guests. JoInT ADVEN- 
TuRE. Duty TO WARN. IMPUTATION OF 
NEGLIGENCE. (CaALIF.) The appellant, J. A. 
Fitzgerald, who was known to the plaintiff, 
Julia A. Williamson, to be a careful driver, 
operated the car both going to and return- 
ing from their destination. Lucretia Mc- 
Connell, the defendant, occupied the front 
seat upon the appellant’s right. The plain- 
tiff and her companion, Mr. Klein, sat in 
the rear seat of the machine, a Studebaker. 
Owing to a slight curve in the highway, an 
approaching Ford machine was concealed 
behind the truck. When the Studebaker 
car reached a point about one-half a block 
from the truck, without previous warning, 
the defendant addressed herself to the ap- 
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pellant, saying, “Punkey, kiss me.” He 
proceeded to do so. At this instant, the 
approaching Ford machine appeared from 
behind the truck. There was ample room 
for both cars to pass the truck. The plain- 
tiff testified that as they warned the ap- 
pellant of the danger, who looked up and 
became confused. The Studebaker toppled 
over. Mr. Klein, who sat in the rear seat 
with the plaintiff, was killed. She was 
seriously and permanently injured. This 
suit for damages was instituted against 
both the appellant and his companion. 
Held that where, in such a case, plaintiff 
had no opportunity to protest or demand 
that defendant maintain control of the 
machine, it could not be said as a matter 
of law that plaintiff was guilty of contrib- 
utory negligence, or that plaintiff assumed 
the risks of danger from the negligent con- 
duct in driving merely because she volun- 
tarily became a member of the pleasure 
expedition. In such action, plaintiff was 
not estopped from maintaining the action 
for damages against the driver of her 
automobile on the ground that she was the 
owner thereof, or because she was then 
engaged in a joint pleasure excursion with 
him and may have been entitled to exercise 
joint control with him over the operation 
of the machine, where defendant assumed 
entire control of the machine, and plaintiff 
did not attempt to direct the course or 
operation of the machine. The negligence 
of the driver of an automobile may be im- 
puted to another occupant of a machine 
with whom he is engaged in a joint enter- 
prise where each has an equal right to 
control and direct the conduct of the other. 
The doctrine of imputed negligence may 
not be invoked by one member of a joint 
enterprise against another so as to defeat 
a claim for damages for negligence on 
the part of the former. Where the evi- 
dence showed nothing in the previous con- 
duct of defendant to indicate that he was 
operating the machine in a careless or neg- 
ligent manner, it could not be said that a 
finding that plaintiff did not have any part 
in the *operation or control of the ma- 
chine, although she had a right to a voice 
in the control thereof, was in conflict with 
the other findings that plaintiff was the 
owner of the machine. Judgment for 
plaintiff affirmed. Williamson v. Fitzger- 
ald & ano. Calif. Dist. Ct. of Appeal. 
3rd Appellate Dist. Decided August 4, 
1931. Requisition No. C. C. H. 49377. 


Editorial 


(Continued from Page 16) 


graft; none of the devious practices 
which have served so long to clog 
the free running of the insurance 
machine. 


This we believe is what the Com- 
missioners meant when they listened 
with such marked attention to Messrs. 
Van Schaick, Dunham and Mc- 
Quarrie. 
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Insurance Needs of 
Agriculture 
(Continued from Page 26) 


storm as well as fire. This practice is 
decidedly commendable in the case 
of the fire insurance mutuals with 
large volumes of risks distributed 
over a wide extent of territory. The 
writing of windstorm insurance 1s, 
however, a hazardous practice for 
more local mutuals. Windstorm in- 
surance for most parts of the country 
costs from one-half to two-thirds as 
much as fire insurance. Capital stock 
companies and general mutuals that 
write farm fire insurance also offer 
windstorm insurance. 


A 


A UTOMOBILE insurance for 
farmers is largely a develop- 
ment of the last decade. Such insur- 
ance was earlier, as well as now, avail- 
able from companies that do primar- 
ily urban business, but the rates of 
these companies have too generally 
been based on urban loss-experience, 
making the cost of such protection 
unduly heavy for the farmer’s auto- 
mobile risks. During the last ten 
years a number of specialized farm 
mutual automobile insurance com- 
panies have been organized, particu- 
larly in the Middle West, and in some 
of the States in this section it seems 
probable that fully one-half of the 
farmers now carry relatively com- 
plete automobile insurance. The larg- 
est of these farm automobile mutuals 
now operates in a score of States, and 
insures nearly 300,000 farmers. Two 
others, one operating in nine States, 
and the other in eight, have each 
about 75,000 policies outstanding. 
Several such mutuals operating with- 
in single States, or a few selected 
counties, have also built up very sub- 
stantial memberships. The State 
units of the national farm organiza- 
tions have played a large part in this 
development of farmers’ mutual or 
cooperative automobile insurance. 

Only meager progress has been 
made in cooperative employers’ liabil- 
ity insurance for farmers. Most of 
the casualty mutuals, as well as the 
capital stock casualty companies, 
have made little effort to develop 
farm business. 

The State farm bureaus, the State 
farmers’ Unions, and the State 
(sranges in a few instances have pro- 
moted life insurance for their mem- 
bers, but the bulk of farmers’ life in- 
surance is carried in companies that 
do a general business. In life insur- 
ance, farm risks differ, less from 
urban risks than in most other kinds 
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of insurance, and farmers here suf- 
fer little if any discrimination in be- 
ing included with other economic 
groups. In property and casualty 
insurance, on the other hand, farm 
risks require special treatment either 
in separate companies or in distinct 
departments of companies doing also 
urban business, whether such com- 
panies be mutuals or capital stock 
companies. The insurance risks of 
farmers’ cooperative associations, 
from the point of view of the haz- 
ards involved, represent in general 
urban rather than farm risks, not- 
withstanding their agricultural pro- 
prietorship. 


The situation in reference to live- 
stock insurance facilities has already 
been briefly described in connection 
with the farmer’s lack of adequate 
protection. My time does not permit 
any more detailed description of these 
modest facilities. 


In crop insurance, which has hitherto 
been limited largely to insurance against 
hail, there are three groups or classes 
of insurance agencies: (1) capital 
stock fire insurance companies, a con- 
siderable number of which write hail 
insurance as one of their lines; (2) 
specialized mutual hail insurance 
companies, some 35 in number; and 
(3) State hail departments, found in 
North Dakota, South Dakota, Mon- 
tana, Nebraska, and Colorado. Most 
of the mutual or cooperative hail in- 
surance companies operate in the east- 
ern half of the Middle West, where 
the hail hazard is relatively severe, 
but less so than in that part of the 
Middle West that lies between the 
Missouri River and the Rocky Moun- 
tains. Somewhat more than half of 
the hail insurance has been carried 
by capital stock companies during 
recent years and the fest by mutual 
companies, and the five State hail de- 
partments. The hail hazard, like that 
of windstorm, resembles more or less 
the conflagration hazard in urban fire 
insurance; hail insurance, therefore, 
is ill adapted to local cooperation. A 
substantial volume of business and a 
wide territorial spread of risks are 
essential to enduring success. 


Several ill-fated attempts have been 
made to develop a form of all-hazard 
crop insurance. Two of these call for 
particular mention. One such attempt 
was made by two capital stock com- 
panies and one mutual in the Dakotas 
and Montana in 1917. The insurance 
written was essentially yield-insur- 
ance rather than income-insurance, 
adjustments being based upon a stip- 
ulated agreed-upon price per bushel. 
This experiment proved decidedly 
discouraging by reason of a severe 


and extensive drought that year in 
North Dakota and Montana. A 
second outstanding attempt at giving 
all-hazard crop insurance was made 
in 1920, the prime mover in which 
was a large eastern fire insurance 
company. The insurance offered in 
this case was really income insurance 
intended to cover the estimated cost 
of production. The attempt again 
proved highly discouraging, this time 
because of the unexpected and well- 
nigh unprecedented drop in prices of 
farm products that occurred between 
the time of writing the insurance in 
the winter and spring of 1920 and the 
time of adjustment in the fall. Neither 
of these two leading attempts to de- 
velop a broad form of crop insurance 
prove that such insurance is imprac- 
ticable. Had the territorial spread of 
risks been greater in the first experi- 
ment, and had the second experiment 
been made on a somewhat more con- 
servative basis and in any other year 
than 1920, either of them might have 
led to more permanent development. 


A limited amount of all-hazard 
crop insurance has been written since 
1920. Most of this insurance has 
covered fruit and truck crops rather 
than staple field crops, and has been 
intended for the most part to protect 
advances on such crops made by large 
commission merchants, agricultural 
credit corporations, and the [ederal 
intermediate credit banks. With a 
few minor exceptions, crop insurance 
has not been available to the farmer 
during recent years. Nevertheless 
such insurance protection against all 
hazards that are clearly beyond the 
owner’s control, and in effect guar- 
anteeing the honest and_ efficient 
farmer a substantial percentage of his 
anticipated yield or income, repre- 
sents one of the most outstanding in- 
surance needs of the farmer. The 
difficulties in such insurance are ad- 
mittedly pronounced, but I am by no 
means convinced that they are insu- 
perable. 

Permit me, in conclusion, to em- 
phasize again the fact that the in- 
surance needs of agriculture are 
rather exceptionally numerous and 
many of them are decidedly urgent. 
That several of these needs have been 
provided for in so substantial a meas- 
ure by cooperative effort on the part 
of farmers, should be a matter of in- 
terest and encouragement to this or- 
ganization. Cooperation or mutual- 
ism in insurance, however, is not lim- 
ited to farmers. A majority of the 
leading life insurance companies of 
the country are organized on the mu- 
tual plan. A very substantial per- 


centage of the large Eastern manu- 
facturing plants are insured against 
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fire and windstorm in the so-called 
“factory mutuals.” We also find a 
variety of cooperative insurance en- 
terprises, usually characterized as 
class mutuals, among such trade 
groups as grocers, druggists, florists, 
bakers, bankers, and many others. 


Of particular significance to those 
interested in agricultural cooperative 
marketing and purchasing should be 
the fire and windstorm insurance 
companies classed as grain dealers’ 
and millers’ mutuals, creamery and 
cheese factory mutuals, ginners’ mu- 
tuals, and threshermen’s mutuals, as 
well as the mutual casualty companies 
that offer employers’ liability protec- 
tion, bonding protection, and other 
casualty protection needed by cooper- 
ative and private enterprises, whether 
rural or urban in their geographic 
setting. Since these latter groups 
of mutuals, whose services are of di- 
rect and vital interest to cooperative 
marketing and purchasing associa- 
tions as well as to the individual farm- 
er, are ably represented at the mutual 
insurance conferences that are a part 
of this Institute program, no attempt 
is made to describe them here or to 
outline their achievements and serv- 
ices. 

In a final word let me particularly 
stress the thought that in view of 
the farmer’s numerous insurance 
needs, coupled with his generally lim- 
ited purchasing power, it is logical 
and important that he should be in 
position to protect himself against 
heavy and disastrous losses, without 
also having to have to buy and pay 
for protection against minor or tri- 
fling losses that he can himself bear 
without serious sacrifice or incon- 
venience. The increasing tendency 
on the part of insurance companies 
to cover, in addition to the really sig- 
nificant losses, the numerous cases of 
more or less trifling loss or damage 
from the hazards that they insure 
against, adds needlessly and dispro- 
portionately to the cost of insurance 
protection, and all such costs must 
ultimately if not currently, be borne 
by the insured. Only by efficiently 
managed insurance organization and 
with the coverage limited to cases of 
more substantial and burdensome 
loss, can the cost of insurance for 
agriculture be kept appropriately low, 
and only thus can it be made possible 
for the farmer to carry in reasonable 
amounts, all the various forms of in- 
surance protection that he urgently 
needs. 


<< 


Cut Out the Danger Signal 
He: “We’re coming to a tunnel—are you 
afraid?” 
She: “Not if you take that cigar out of 
your month.”—Tit-Bits. 
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Underwriting Practice 
(Continued from Page 18) 


has got it so far apart he has gone to 
get a man to show him how to put it 
back together.” 


You see the application to the pres- 
ent time. Some of us have come here 
bringing one of our major problems. 
We have come here and given to you 
our diagnosis of our situation, we 
have told you where in our opinion 
the responsibility lies, we have laid 
out the program which has appealed 
to us as being one which is fair and 
calculated to make some improvement 
in the situation which we all say 
should be corrected; but we have 
come here for advice, we have come 
here for help, we have come here for 
comment, and we hope that if there is 
any better way, any more effective 
means of reaching these problems, if 
there is anything which has been said 
or done that is unjust or if we are 
mistaken in any way, everyone will 
keep in mind that there is no pride of 
opinion in our make-up; that we are 
willing and desirous of having any 
help that can be given us from any 
place in order to treat this situation. 
We want what Judge Tarver so elo- 
quently referred to yesterday, the co- 
operation which is the foundation of 
this insurance convention, and we 
shall be very happy when we leave if 
we can have the help, in this problem 
which has been presented, of the men 
of wide years of experience who have 
been members of this Convention 
long before the present Superintend- 
ent of Insurance of New York was a 
member. 

DOa 


Implement Mutual News 


LEM W. GREENE, former 

Manager of the Sioux Falls 
Department of the National Citi- 
zens Mutuals, has been transferred 
to the home office of the National 
Implement Mutual Insurance Com- 
pany where he will be assigned to 
special work in connection with the 
local agency organization of the 
National Citizens Mutuals. 


Edwin Johnson, formerly with 
the Federal Hardware and Imple- 
ment Mutuals in Montana, has been 
appointed Manager of the Sioux 
Falls Department of the National 
Citizens Mutuals. 

SO 
The Planet’s Complaint 

“What's wrong with the world, any- 
way ?” asked the first pessimist. 

“Too much rope is being used for mak- 
ing cigars and not enough to hang gang- 
sters,” growled the other one.—Cincinnati 
Inquirer. 











31 


Examining Companies 
(Continued from Page 15) 


by the companies and also a real prac- 
tical uniform blank for annual state- 
ments with unnecessary parts elimi- 
nated adopted by this convention are 
subjects for further consideration. 

The world is still rocking as a re- 
sult of the great world war. Some 
insurance companies are finding it 
difficult to weather the storm of de- 
pression that is now with us, but we 
should always remember it is our duty 
always to endeavor to make insurance 
safe for the public. 


As Commissioners, we have a 
legacy of good understanding and 
friendship, left us in this convention 
by our illustrious predecessors. We 
have today unusual opportunities of 
contact in this convention of ours, and 
there is great constructive work still 
to be done. I hope the good will and 
cooperation of the past will continue 
among us for many years to come. It 
is only by cooperation and mutual 
helpfulness that we can solve the 
many problems in the interests of the 
millions of policyholders all over this 
wonderful country of ours. 


YO 


Top Card 
The Girl: “I should think you’d feel as 
happy as a king when your're in the air.” 
Aviator: “Happier! I'm an ace.”—Bos- 
ton Transcript. 


SOD 


Kitchen Arithmetic 
Teacher: “If I take a potato and divide 
it into two parts, then four parts, and each 
of the four parts into two parts, what 
would I have?” 
Little .Emily: “Potato salad!” 
—Chicago Daily News. 


SS 


Indoor Parking Space 
Adjacent the library is another com- 


pletely equipped lovatory. — Washington 
Post. 
QOS 
_HA! HA! RA for PA! 


“So your son got his B. A. and M. A.?” 
“Yes, indeed, but PA still supports him.” 
—Royal Arcanum Bulletin. 

SSS 
Ardent Proposals 

Sne—“I’ve been asked to get married 
lots of times.” 

He—“Who asked you?” 

Sue—“Mother and Father.”—Life. 

—S SS 
Aw! Tune Out! 

“What is your new brother's name?” 

LittLe JANE—“I don’t know yet. We 
can’t understand a word he says.”—Van- 
couver Province. 
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. . . The Hardware Mutual Casualty Company is licensed in every 
state in the United States, with the exception of Nevada, where 
application for license has not been filed. 

. . . Nation-wide claim service is carried out by 18 branch offices, 
and over 3,000 attorneys and adjusters located in every county and 
in every large city in the United States. 
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. » « Over 70,000 policyholders enjoy the advantages of this coast- 
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Why Gamble 9 
With Fire § 


It is surprising how many people gam- 
ble with fire. Fire is man’s best friend. 
It cooks his food, helps to make 
necessities of life and protects him 
from the elements. Perhaps because 
of this, man treats fire lightly and with 
careless abandon. Yet fire, with the 
tick of the clock, can become man's 
worst sage causing damage to 
property an loss of life. 





Fire prevention 
practised every 


The anniversary of the Chicago fire 
is remembered each year by a week 
set aside for fire prevention. Civic 
clubs are busy, demonstrations are 
put on in schools and the children 
are supplied with home inspection 
blanks. In cities where Fire Pre- 
vention Week is properly observed 
fire losses are greatly wo: Baie The 
American public should practise 
fire prevention every day- Less 
fires will mean a better economical 
structure and smaller loss of life. 
The Federal Mutuals have been 
active in fire prevention work. In 
any number of instances Federal 
inspectors have pointed out to 
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Che, Olo Battle Of 
Qater Against. Fire 
















America cannot be proud of its Fire record! 


Everyone has witnessed battles fought against fire destruction. 
average annual toll in the United States is half a billion dollars. 


The 
Aver- 


age loss of life numbers something like ten thousand. Nearly half of 


these are children under ten years of age. 


lt is surprising thet a good 


many of these fires are caused through carelessness. 


should be 


day of the year 


property owners hazards that 
threaten destruction. 


The cost of carelessness in handling 
matches, cigars, cigarettes, etc., 
each year, is approximately 35 mil- 
lion dollars. It costs 25 million 
dollars a year to pay for losses 
occasioned by defective chimneys 
and flues. Stoves, furnaces, boil- 
ers and their pipes cause a loss of 
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25 million dollars. Spontaneous 
combustion, due to an accumula- 
tion of waste material, causes 
another loss of 15 million dollars. 
Sparks on flammable roofs destroy 
annually 15 million dollars in 
property. 


Savings 


Because of care- 
ful selection of 
risks together with 
fire prevention 
suggestions and 
efficient manage- 
ment, the Federal 
Mutuals have re- 
turned year after 
year, without fail, 
substantial savings to policyholders. The 
actual cash already returned to policy- 
holders by the Federal totals more than ~ 
39 million dollars. This is conclusive 
proof that prudent thought in the pre- 
vention of fire losses pays and pays well. 
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Federal Hardware & Implement Mutuals 


Retail Hardware Mutual Fire Ins. Co. 


OF MINNEAPOLIS, MINNESOTA 





Minnesota Implement Mutual Fire Ins. Co. 


OF OWATONNA, MINNESOTA 


Hardware Dealers Mutual Fire Ins. Co. 


OF STEVENS POINT, WISCONSIN 
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HE Metropolitan Life has been the leader 
in telling and showing people how to live longer; 
the Insurance Company of North America has 
been conspicuous among the champions of fire 
prevention; and it is doubtful if any single com- 
pany has done more than the Lumbermens 
Mutual Casualty Company of Chicago to reduce 


automobile accidents?’ 


Excerpt from American Insurance 
Digest and Insurance Monitor of 
July 11, 1931. 


The comprehensive “L-M-C” program of safety education, as a medium 
for reducing the number of automobile accidents with their accompany- 
ing waste of human lives and economic values, is proving to be a definite 
contribution to the public welfare as well as an important factor in the 


control of Automobile insurance cost. 
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